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A STUDY OF THE ANTITRUST LAWS 


APPENDIX TO NORTHWEST POWER (PART 5) 


This appendix consists of documents obtained during the course of 
hearings held in Washington, D. C.. on September 21, 22. and 23, 1955, 
and subsequent thereto. Some documents were obtained under si 
pena and others were voluntarily furnished at thi request of the sub 
commmittee. 

\ meee 


Mr. Fred MILLE! 
Vew York Office 


Dear Frep: T had about two-hour talk vesterday | ev Robinse He 


l ney to make up a list of the ! il holae \ l’ ‘ c | ht 
TT he km S lle does 1 en co ete ‘ ( } a 
the time of the distribution of the old stock, he had list of the s kholdet 


territory 





During our discussion, Kinsey said he would e very much for us to have 
one of our men attend the Puget Sound Power & Light sto« older meeting 
which is to be held in Boston sometime in Marel He thinks this would be 
possible without any publicity He wants to know what kind of a meetin 
Frank MeLaughlin conducts, the number of proxies the present management 

otes, and if possible (sometime in the future) would like to have us try | 
wt re a current stockholders’ list 

briefivy, his feeling is that the present stockholders of Puget Sound P er & 
Light are blindly following McLaughlin be« <e they ‘ o alternative i. 
thinks that when he is once in the clear, and his s ek d | buted, there ould 
bye rood possibility that Washington Water Power could offer an exchange 
Ton to Puget Sound stockholders and met >the two companies il 
feel this deal would take Federal Power Commission approval, but would 
quire only the approval of the Public Service Commission of Washington 
ldahe Ile is also of the opinion that Seattle Light and Tacoma Light would 
immediately drop their condemnation suits on Puget properties. Some preele 
tion work could be done on the three major public-utility districts where one 
new commissioner is corm i» for election this fa These district id 
have one onserviative who has consistently voted winst the acquisition Puget 
sound properties If another conservative ‘ | 1) elected I ene lie > 
district that would automatically take care of this situation as there are only 3 
commissioner Kinsey likes the Puget Sound deal because of its cor en 
ratio to total capitalizati nn lle thinks t would f I I itt \ ! 1 
etu 

Ile further stated that Montana Power has pretty well given up goit vith the 
on the dey lopment of the Polson Dam, prin pally because it = too fur from 
the service territory, and the cost of transmissio1 ould be excessive here 
a the Polson project would tie directly into the Cabinet Gorge di iS far 
is Washington Water Power is concerned If i erger with Puget Sound 
could be consummated, it would enable them to fi nee tl project ti ) 
rowed money At you know, the two systems (that is, Puget Sound and Wash 
ington Water Power); interconnect now If possible, Kinsey says he would lil 
very inuch to have you put the two together on paper, and see what the picture 
\ lid be 

I spent several hours with Paul McKee (Pacific Power & Light) in Walla Walla 
on Friday During our conversation, Paul brought up the possibility ‘ 
cle there has been some discussion from within about this dea 
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You will, I am sure, appreciate that the above is very confidential and some 


thing which cannot he discussed openly. Any outside discussion would kill any 
possibility of a deal. It is all too deep for me—but you might give it some 
thought. 
Sincerely, 
JACK 
The Washington Water Poirer Co W. C. Gilman & Co., service fees 


8 months 





1952 1953 1954 ended Total 
Aug. 31, 
1955 
1 t ( an ¢ lemnation cast p12, 59. 
Puget Sound merve $35, 116 ($1, 121. 00 
Chelan conde t 7,129 |11, 526. 50 $29, 850 
Stevens County « lemnation ca 1, 592. 50 
Total ; 12, 595 42,245 14, 240. 00 29, 850 | 98, 930. 00 


W. C. Gitman & Co., 
New York, N. Y., March 21, 1952. 
Kipper, PEAsopy & Co., 
New York 5, N. Y¥. 

GENTLEMEN: In accordance with your instructions, we have made a study 
and analysis of the assets of American Power & Light Co. for the purpose of 
determining the value of its common stock. The study was prepared in anticipa- 
tion of the impending divestment by the company of its holdings of common stock 
of Washington Water Power Co. and remaining cash by distribution to American's 
stockholders, and the subsequent dissolution of American. 

Since American’s principal remaining asset is 100 percent of the common stock 
of Washington Water Power Co., our major undertaking was to appraise the 
reasonably prospective value of this common stock. 

We have been familiar with the property and business of Washington for many 
years and have on several occasions appeared in its behalf before courts or com- 
missions. 

In the recent past we have visited the territory served and made a physical 
inspection of the major properties of the company. We have studied data relat- 
ing to the economic characteristics of the territory and discussed the company’s 
operations and prospects with officers and operating officials. We have analyzed 
financial and operating data relating to past and prospective operations, financial 
condition, and financing requirements. 

Our report follows, 

Respectfully submitted. 

W. C. GILMAN & Co. 


—__—_——_—. 


{From Ebaso Services, Ine.] 
PuGceT SounD Power & LIGHT Co, (PUGET) 
THE WASHINGTON WATER POWER Co. (WASHINGTON ) 
PRELIMINARY MEMORANDUM ON MERGER POSSIBILITIES 
1. Present status of Puget 

Eleven condemnation cases brought against Puget by PUD's and cities 
are pending. All of the company’s major hydroelectric generating plants and 
over half of its distribution facilities are included in the pending cases. 

The company sold its electric properties in the Seattle competitive area (repre- 
sented about 25 percent of total plant and 40 percent of total revenues) to the 
city of Seattle on March 5, 1951, and its Seattle steam heat properties (represent- 
ing about 4 percent of total revenues) on December 1, 1951. The electric prop- 
erties were sold for approximately $26,800,000 and the steam heat properties were 
sold for $400,000, The net effect of these sales was to increase surplus approxi- 
mately $600,000. In accordance with the requirements of the coimpany’s first 
mortgage, $24,859,000 was used to redeem $23,505,000 of 4144-percent bonds at 104% 
plus interest. The balance of the proceeds is being used for the payment of taxes 
and the cost of physical severance. 


ee 
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No property of the con 


Che following is quoted fronr 1951 annual report 





pany was acquired by a PUD in the year 1951 


o stockholders: 





‘With Puget a ‘captive’ company, due to the cannibalistic powers given public 
agencies, it st fuce up to the grim realities and, in the discharge of its obliga 
tion to those to whom it is responsible, attempt 


to constructively resolve the 


ossible basis witl 


iy 
deplorable situation forced upon it on the best } 
work of existing laws. The only presently available means for an orderly s« 
tion, which at least preserves the economic advantages of Puget’s ‘power pool,’ 
is an overall acquisition of the company’s electric properties.’ 





A report tor the prospective purchasers ired by the consu ng engineers 
R. W eck and Associates, assumed a pu e |} e of $93 mil ( Decembe 
1, 1951) for the company’s electric properties plus $35,800,000 f ( I rrent 


1952, the Western Investment Banking Voluntary Cred I 








g t 
ittee, at San Francise declined pp e tl ip} \ i 
if51) of the public utility dis ts f he ice O | I 

revenue bonds—approxilnately $96,800,000 of which e propose } ‘ 
finance the purchase of the company’s electric propert 
fhe conipany received no purchase proposal but i purchase of the mpany’s 
pl rty had been ef ted prior to December 31, 1% ( tl f the above 
price the nagement estimated th in guidati of i ompany, 
‘ ( hole SW d receive in excess of $20 and possib! ound $23 per 
pa ive date 
$ $ { 1 +. 66 
| 
8 85 
1 44) 


Puget construction for 1951 totaled approximately $5 million and construction 
for 1952 


2 is estimated to be in about the same amount. 
Washington gross plant at December 381, 1951, included $15,608,000 of 


try ion work . re I Ont lotior f tha (‘al oe . 
Ss ICLION WOrK Illi progress. pon coluprecion OF the Ga n tO! 





con- 


ze project early 
in 1953, utility plant in service will be nearly 60 percent greater than at the end 
f 1951. 


ol 
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Neé SS s wn () 
1 ; 
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e4\yy} t $90), ( 
r I t + $19, OSE “ 
‘ erce ‘ ( 0, OO 
| 20, 32 
Votal | tern 1, 400, 000 $75, ( 00 
Vr ed stock ; SO). OOK ). OOM 
( on stock 21, 773, 7H 418, OOM 
Capital surplus 64, 072 
Earned surplu 30, 524, 633 10. 459. ¢ 
Total common and surplu §2, 303, 425 35, 941, 607 88, 245, 030 
rotal capitalization 87, 916, 423 & 841, 60 166. 758, 030 


Percent of total 
Debt 
Preferred | 


4.44 2.10 
Common equity f 


59. 49 45.61 52. 92 
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mortgave bonds and debentures will be sold by June 30, 1953. 
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Pu W I ) Comt ed 
0 S, H3t $18, 199, S19 $44, S3t 49 
! j 54. 40 11). 60 
$6, 470, 94 $4. 126, $10, 507. S54 
61.05 5S 
$4. 010. 683 $2, 926, 309 $6, 937, ORS2 
7&0 412, 20 
COTM $21. 295, 873 $17. 722 S39. O] SU5 
I 4.57 45.43 
(i $5, O73, O60 $4, 357, 52 $9, 430, 581 
( 53.79 46. 2] 
< gm BON $3 153. 846 Se 92,154 
I ( 2 87 17.1 
| } t ) nh sto 
x 1). OOO $3. 766. OOO $7. 266, 000 
1s. 1¢ 1. 84 
$3, 500, OOO $4, 472. GOO $7, 972, OOO 
13. Of 6.10 
2 177.879 42 541. x00 
S184 $ 
H2 24 
\\ { 
Vi t 
q 17 
8) 
SO) 1. 
Ind t , S ") 
\f ‘ le 7 ) 
i s 2) $24 2 
$ Pu ize 2 should b it a 1 th ir 
I l 1 I ( ; | erties r21 is nd 
te rail net ¢ Puget fo } 
I I 2 wt pro 14 percer the est 1 nt of 195] 
Wa 1 I l iy $1 000.000 I i rn the 
t 2 ( 1 ofp t annual eh ¢ 219,000 1 t ine 
4) 
q ' i - 
‘ ‘ 
\ pp i) i 
O inter | 1 asked pri 1) Apr. 2, 1952 
I ' ( & n th rey i 1 Mar. 21, 1952, which was prepared I 
] ( 


Financing requirements 


No financing is contemplated by Puget in the year 1952. Estimated construc 


tion expenditures of $5 million to be provided from depreciation accruals, re- 
tained earnings and the withdrawal of approximately $1,500,000 of cash on de 
posit with the trustee under the company’s mortgage, representing proceeds from 
the sale of properties \ withdrawal of such amount in 1952 would still leave 
$4.500,000 on deposit with the trustee. 


For the purpose of financing the cost of the Cabinet Gorge project, the SEC 
! | ] : 


authorized Washington to borrow up to $40 million from banks on short-term 
notes due to June 30, 1953. As of September 30, 1952, the commitment credit of 


S40 million is reduced to $25 million. 


To repay bank borrowings and finance the completion of Cabinet Gorge proj- 


ct, the company expects to sell $47 million of loug-term debt prior to June 30, 


953. It is presently contemplated that $25 million of first-mortgage bonds will 





be sold by September 30, 1952, and $22 million of additional debt in the form of 


Proposed finan gq and resultant capital structure, assuming merger or con- 
solidation of Puget and Washington. 


Puget is a Massachusetts corporation and Washington is a Washington cor 


poratior It is assumed that in a merger, Washington would be the continuing 


company and would acquire the assets of Puget and issue its common stock in 


exchange for the common stock of Puget. 


Puget has no outstanding preferred stock. On May 1, 1950, the company bor- 


rowed $15 million on a 10-year 8-percent note and used the funds to retire its 


refer1 ed stock 


Puget has outstanding in hands of public $20,613,000 first-mortgage 4144 per- 


cent bonds due December 1, 1972. To facilitate a merger and future mortgage 
bond financing it would be desirable to retire this issue of bonds. 
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THE WASHINGTON WATER POWER Co., 
Spokane, Wash., April 21, 1952. 
Mr. STEWART S. HAWES, 
Blyth & Co., Inc., New York, N.Y. 


DeAR Stew: Thanks for your very kind letter of March 23, relative to Ameri- 
can’s decision to distribute our stock. We appreciate very much the confidence 
shown in us by our many friends during this long period of time. I just hope 
that we can operate the company so as to justify that confidence. 

Sincerely, 


K. M. Rosrnson. 


THE WASHINGTON WATER POWER Co. 


BixyTH & Co., INC., 
New York, June 8, 1952. 

The Securities and Exchange Commission has just handed down its opinion 
and order approving a plan for distribution of the common stock of the Wash- 
ington Water Power Co. on a share-for-share basis to the holders of the common 
stock of American Power & Light. For the first time in many years the common 
stock of this important northwest electric utility is now available for purchase 
by investors. 

Immediately below are summarized a number of significant factors affecting 
the Washington Water Power Co. extracted from our detailed analysis of the 
company Which is available upon request : 

(a) The company serves the fertile “Inland Empire” in northcentral and 
eastern Washington, and western Idaho. 

(b) The economy of the territory depends primarily upon agriculture, mining, 
and lumbering pulp. The principal products of the mines are lead, zinc, and 
silver. In addition to reserves in long-established areas, new mines in other 
districts are being opened which should add to company revenues. 

(c) While power is not sold to the large aluminum producers in the area, sub- 
stantial revenues are derived from aluminum fabricators and from those employed 
in all phases of the aluminum industry. 

(dq) Excluding electric sales for resale, revenues in 1951 were derived 48.8 
percent from residential and rural and 23 percent from commercial services, 
or a total of 71.8 percent from these relatively stable consumer classifications. 
This is substantially greater than similar percentages for most electric utilities. 

(e) None of the company’s properties has been taken over by public-utility 
districts since 1945, An independent survey disclosed that in the Washington 
Water Power territory less than 10 percent of the population favored public 
ownership and operation of utility facilities. 

(f) The best evidénce that public power advocates are losing ground is the 
recent failure of certain public-utility districts to accomplish wholesale acquisi- 
tion of this company’s common stock. 

(7g) The Bonneville Power Administration is the most important generator 
of electricity in the Pacific Northwest. An important step forward was taken 
last year in defining the position of the investor-owned utilities in this area 
as to this power when 5-year contracts were signed with BPA. 

(hk) Capital structure as of December 31, 1951, was excellent. Out of total 
capitalization of approximately $78.8 million ratios were as follows: Mortgage 
bonds and bank debt, 49.98 percent; preferred stock, 4.43 percent; and common 
stock. $5.59 percent. 

(i) The company’s new large Cabinet Gorge hydro installation will approxi- 
mately double owned generating capacity. The magnitude of this development, 
which will come into partial operation this fall, is seen from the fact that in 
a median water year generation is estimated at over 1 billion kilowatt-hours. 
In 1951 net purchased power amounted to 638 million kilowatt-hours. 

(j) In the 6 years through 1951 adjusted revenues increased in greater per- 
centage than did those of the electric industry. 

(k) An important measure of the efficiency of operation of a public utility 
is the manner in which revenues are translated into net income applicable to 
the common stock. In the calendar year 1951 Washington Water Power was 
able to carry through to net for the common stock nearly 18 percent of revenues. 
This is a substantially larger percentage carry-through than shown by most elec- 
trie and gas distributing companies. 
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(1) The combination of probable revenue gains, rate increases, and operat 
economies projected over the next few years point to a sizable increase in net 
income, perhaps to the zones of $1.70-$2 per common share, contrasted with 
most recent net income equal to $1.47 per share. Such projections do not reflect the 
sizable tax savings through accelerated amortization of certain facilities which 


may for several years add to net income the equivalent of nearly $1 per common 


I 
share. 

(m) Dividends have been paid on the common stock regularly for many 
years. The most recent quarterly payment indicates approximately a $1.30 
annual rate. The probabilities are that directors will follow a liberal dividend 
policy, disbursing perhaps 8O percent of future recurring earnings 

(n) Authority already granted to accelerate amortization of certain of its 
properties and the indications that further certificates permitting such fast amor- 
tization will be granted, make likely that beginning in 1954 a substantial por 
ition of common dividends will, for tax purposes, be in the nature of a repayment 
of capital and, therefore, will be free of Federal income taxes to the recipient 

(o) In the 10 years 1942-51 net property additions totaled approximately $16, 
696,000 equal to about 18 percent of gross utility plant at the end of 1951. 

p) Present and future expenditures for property additions include approxi 
mately $41 million for the Cabinet Gorge hydroelectric station, most of which 
will be applicable to 1952. In addition to this extraordinary expenditure, normal 
recurring property additions are expected to average about $3.5 million over the 
next several years. 

(q) In view of the $40 million line of bank credit maturing in June 1953, the 
company has considerable flexibility in the timing of its permanent financing 
However, subject to market and other conditions, tentative plans call for the sale 
of $25 million of mortgage bonds in September 1952. No sales of common stock 
by the company are anticipated at least through 1953 

(r) No utility management in the country of which we know has been more 
diligent in cultivating good public relations. Most officers and employees are 
active in civie affairs and many are leaders in their communities. 


EBASCO SERVICES, INC. 


ORDER FOR SERVICES 
Number: 4595, revised 


Date: July 23, 1952 


Requested by : The Washington Water Power Co. 





Title of order : Special study. 

Description of work: Special study and report in connection with proposal t 
merge Puget Sound Power & Light Co. into the Washington Water Power Co. at 
the request of Mr. K. M. Robinson. 

Copies for 

Treasury Department (2 copies). 

General consultant WEP. 

Department receiving request : Corporate finance 


{Draft of August 12, 1952] 


MEMORANDUM Report ON PROPOSED MERGER OF THE WASHINGTON WATER POWER 
Co. AND PUGET SouND Power & Licut Co. 


(By Ebasco Services, Inc.) 
CONTENTS 


I. Purpose and Seope 
\ Purpose 
B. Scope. 


II. The Companies and Their Businesses 


A. Puget Sound Power & Light Co. 
3. The Washington Water Power Co 
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CONTENTS continued 


LIT. Bas for Determining Relative Values of Common Stocks of the Two 
Compa les 

A. Karning powe! 

B. Dividends 

(’. Market value 

DD. Book value 


ky. Special factors 
IV. Summary and Conelusions 

\ P| of m I 
B. Exchange offer 
C. Fairness of exchange offer: 

Exchange offer, Basis I 

Exchange offer, Basis I] 

Appendix 

Comparative balance sheets, December 31, 1951. 
Comparative income statements, vear 1951 
Comparative income data, years 1942-51. 
Comparative capitalization and surplus and utility plant, years 1942-51 
Comparative generated and purchased power data, years 1942-51 
Comparative customers use and revenue data, years 1942-51. 
Puget Sound Power & Light Co. condemnation suits and verdicts 
Washington Water Power Co. condemnation suits and verdicts. 


Re Pucer Sounp Power & Ligut Co 


{From Abraham & Co.] 


Mr. Frank McLaughlin called me this morning in response to my wire. I sug- 
gested to him that he come to New York because there are important interests 
here very much interested in discussing with him the present situation as to 
Puget. 

He told me that he could hardly get away at the moment because he was very 
busy getting up statistics and information in connection with the sale to the 
PUIYs. He said he hoped to get within a week from today a definite proposal 
from the six remaining PUD’s as to the purchase. I told him that would leave 
him then with Whatcom hanging in the air to which he replied that he would 
expect to get a much better bid than has been contemplated heretofore from the 
six PUD’s, so that he could afford to wait on the Whatcom results. He men- 
tioned that he might get from $2 to $3 more per share. ITI asked him whether 
that would bring the price up to about $25 to $26 to which he replied that he 
expected to get better than $26—perhaps a dollar or two better. He said the 
whole thing looks like a much better program. He said everything would go all 
right provided the Washington Water people made no trouble. I told him that 
I did not expect them to make any trouble, but that on the contrary, I thought 
they could be very helpful and that it might be a very good idea if the two of 
them could get together because it might prove to be beneficial to the stockholders 
of both companies. McLaughlin insisted there would be so much trouble that 
he did not think it could be worked out. Also, that there would be big opposition 
to the merger because he would be accused of having sold out to Wall Street, 
while now he is being accused of selling out to Guy Meyer. 

I told McLaughlin that we should get together in any event to talk it over 
because there was no intention of hurting him or getting him out of a job. On 
the contrary, I told him that I felt sure that some way could be found to con- 
tinue taking care of him and his top people. His whole attitude was not one 
which would make me believe that he absolutely excluded a merger and would 
not listen to it. Naturally, however, he was not enthusiastic about it. He 
continued telling me that the important thing he was working on now was to get 
a very good offer from the six PUD’s so that he would have a floor under any 
future negotiations. He felt that if he could get a good bid now, even if the 
negotiations could not be coneluded successfully, he would have for future deal- 
ings or for future condemnation suits a figure which would make an absolute 
minimum, because he could then show that the PUD's voluntarily offered so 
much and so much and that they conld not expect to obtain under condemnation 
a piece of property for less than they were willing to pay for voluntarily. 

McLaughlin said he was very anxious to close the deal before the election and 
I told him that I doubted very much whether this could be done. He confirmed 





} kes 20d S ( Is ockholders ( g } S f 
e that the submission o he bid might well day ” week 
her than the 1 week, as stated above, and perl S eve bie 
inks there is an off chance that he might complete ‘ e electior ni 
then before December 1, when the newly elect C is ners tak t 
} ror Ile is not at all sure that the Commissioners vy change tT 
probably most of them will remain in office ] vy eve hie \ 
ers will not take office until December 1st. so that he has bou 
do it My impression was that McLaughlin does ‘ I 
denl can be closed in such a hurry 
I impressed upon McLaughlin the importance of discussing the matter with 
1 stern interests who are very substantial He said he was aware of the 
ind that he wanted to cooperate with everybody and protect the stock 
ers which he said was the important thing as far as he as concerned lle 
eves the important thing now is to get a concrete proposal 
After the above conversation, I spoke to Bill Gilman and gave him the gist of 


conversation with McLaughlin 
I told Gilman that I was surprised to hear that MeL: 


} 
I 


iughlin would not let 


o submit a bid and I 


! vet the details on the Whatcom properties in orde t 


{him point blank whether that was any reflection on McLaughlin’s integrity 
Hie told me that he considered McLaughlin essentially an honest man but a 
tive of Mever.” He said that the refusal to let them investigate the What 
properties caused considerable political commotio He told me that M« 


Laughlin in the past had made a few trades at less than book value, but Gilman 


s that better than book value should be obtained for public-uti 


lity properties 
nature with a fine location and the 


tremendous growth in the country. 
He had agreed with Whatcom that under no circumst 


nees would he do anything 





! condemnation suit against Puget because in the past he had helped 
fend Puget against condemnation by Whatco1 but nevertheless, MeLaughlin 
owed Meyer's advice and wanted no investigation of the properties. Gilman 





helieves that the reason for this is particularly due to the fact that Meyer some 


r] arily divided the various properties among the 7 districts and tl 
that Whatcom is out, it will be very difficult ocate exact hat 


helong to Whatcom and what should belong to fl ot 














f ! 
is convinced that Whatcom is not inclined to go ahead at all witl \ 
acquisition by condemnation at that tin 
> equ Iv, a meeti vl h were resel 
I Allen, Kinsey lfiuss, and myself 
I | them of my con d MeLaugl 
l September 4, ed that I should as 
! where the big holdings are and to impress upon him that there are ver 
re holdings in the East, although at this time, it may not yet show on the 
sfer hooks because undoubtedly some of the recent purchases may have kept 
e stock in street names. We decided that before we could make up our minds 
~ to the picture, we would have to get a bid, spe d out in dollars and cet 
by the six PUD's so that we could judge how we would fare Furthermore, w 
ive to know the following 
Original cost of the entire plant 
reciation of the entire plant 
Original cost of Whatcom 
Depreciation of Whatcom 
Tax cost of the whole plant 
Tax cost of Whatcom 
Tax surplus 
I am to point out that we are not asking out of curiosity, but in ord ‘ 
e te dge how the bid would work out after taxation 
Iam to tell him that it is absolutely necessary to get together with the easte 
rests and that if it is not possible for him to come to New York, we can ve 
meet him in Chicago because some of the people go to Chicago anyway ve 
trequet! \ 
I to tell him that there is no use fooling himself—there will be lots 
uble here if we don’t get the eastern situation cleared up 
[am to tell him that everybody feels very friendly toward him and that there 
sno intention to hurt him—that Aller did not get to first base with us and that 
took him a year and a half longer, at great cost and trouble, to accomplisl 
hat he could easily have done in the first place, by cooperating with us rather 
the 


han opposing us. Also he should realize that while Washington 


s not the same 
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type of company it was under the Aller management and that now it is owned 
by people who are willing to give and take. 
I am to tell him that he will avoid a lot of suits and delay and accomplish a 
great deal more by cooperating than working at loggerheads. 
J. B. [JAcos BLEIBTREU } 
SEPTEMBER 3, 1952. 
Pucet Sounp Power & LicntT Co., 
Seattle, Wash., September 5, 1952. 
Mr. JAcos BLEIBTREU, 
Abraham & Co., New York, N. y. 


Dear Mr. BLerprreu: Following from request made during our telephone con- 
versation, present herewith the following figures: 


cesses $98, 909, T06 
Depreciation reserve as of June 30, 1952_____- ees Ueda Oy COR eRe 
Net book valte as of June 30, 1952_____ Tt ae he top tae ee ee cs et Se 
Proposed purchase price of total electric properties, exclusive of 

properties specifically serving Whatcom County, as of June 50, 

1952 eet ae ae — oa poses suse coceccecacucncica! "lg ROS OOO 
Estimated approximate tax cost base for total electric properties as 

Of Jane CO: 1008. 52 ee oe er ee eee ____.. 64, 000, 000 
(Agents of the Internal Revenue Bureau are presently checking tax- 

base figure and until clearance obtained from Bureau, taX-base 

figure must be assumed as tentative. ) 

Approximate accumulated earned surplus for tax purposes as of 

RAD a a re PO 

It is regretted that I cannot give you a breakdown of the above figures ap- 
plicable to the retained Whatcom properties, but in view of the 12 pending con- 
demnation cases, and the possibility that Whatcom might also condemn, our 
general counsel has advised us not to undertake a breakdown of our book cost by 
counties. 

As I told you over the phone, on the basis of the proposed purchase price, plus 
retained cash and other liquid assets, it is felt we should be able to pay initially 
about $22 per share, and that the total distribution in complete liquidation should 
be as much as $27 per share. 

Assuming Whatcom is disposed of for about $13 million (present annual gross 
revenue approximately $2,600,000) which I definitely feel we should get—after 
capital gains taxes and other liabilities are deducted, the net proceeds to stock- 
holders would be about $5 per share. 

I again want to emphatically state that my only desire is to best protect and 
advance the interests of Puget stockholders. Because of my all-out efforts in this 
regard over the years, I have taken a terrific amount of personal abuse from char- 
acter assassins who have accused me of selling private enterprise down the river, 
and have been accused by the other side of wrecking public power by selling prop- 
erties at excessive prices so as to make unconscionable profits for Wall Street 
stockholders. 

It has taken considerable personal courage and sacrifice to follow the policy 
which was deemed best for our stockholders. If I had followed the easy course 
and let nature take its course, there would not be any Puget today and the chances 
are the stockholders would have taken quite a licking. 

I have put too much blood, sweat, and tears into the battle for Puget stock- 
holders not to fight to the bitter end for what I believe is best for our stockholders, 
and in his endeavor I want to carry on, shoulder to shoulder, with you and asso- 
ciates in an atmosphere of complete confidence, cooperation, and sympathetic 
understanding. 

I will keep you advised of developments and want you to know that I very much 
appreciate the expressions made by you in recent telephone conversations. 

With warm personal regards to you, Si, and my other good friends of Abraham 
& Co., Iam, 

Sincerely, 


FrANK McLAvuGHuuiin, President. 


P. 8S.—By way of background, thought you would be interested in looking over 
the attached statement. 





[From Blyth & Co.] 


Fred Kinsey says nothing to rumor re PUW leaving for New York today and 
will call you. Hasf sk. 
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CONFIDENTIAL MEMO REFERENCE CONVERSATION With F. McL. Re PUGE1 


It is difficult for him to come East while tihs deal is pending. Too much to 
do. including meeting with directors as matters progress ; ss 

Thinks deal will go through unless K. R. tries to block it as in the past. rhinks 
K. RK. might try to block it, merger merger. Mentioned a Weyerhauser deal 
blockade with K. R. behind it. Says K. R. has been stirring up dissident com- 
missioners, etc. 


or ho 


Cannot see merger since no way to prove in public interest. Says can’t prove 
merger or private enterprise helps anybody, particularly the public. Points out 
Seattle and Tacoma have lower rates than Puget. Mentions pressure in King and 
Pi rece Counties because of that Stresses Washington Water Power is asking 
for higher rates. Also Idaho Also mentions predominance public powell 

Says cannot compare eastern Washingion with western Washington In 


Puget area 70 percent of people already have publ c power and OU percent private 
= senttered and surrounded. With that and 30 cents on the dollar advant 
publie ownership, Puget cannot compete and cannot stay 


in business 
Says K. R. thinks condemnation suits are phony Says sure they are prote 
tive—while deal is pending. But feels sure if a merger deal was proposed, ¢ 
demnation suits would be activated. Thinks also would hop on Was n 
Water Power where Spokane 1s vulnerable 
Savs no need for me to go to Seattle. After all no offer yet. Will call us when 


it comes in, and we can handle by phone. Trying to get it in quick as possible. 
Play by ear until then with estimates. 

His estimates as of November 1, 1952, follow : 

PUD deal plus cash assets plus Diamond Ice provides $102 million. 
including debt, accrued interest, call premium, current lial 
not cleared aft 


Liabilities 
¢s, ‘ rine tnxes 
er 1949, taxes and expenses, Capital gains tax, pensions and 
severance pay, other taxes and expenses estimated at $54 million total. This 
includes so-called expenses of $17.5 million of which $244 million is pension and 
severance. Net is a rough $48 million for the stock (excluding Whatcom) 
or about $22 per share. Note that company pays pensions and severance. News 
item should have indicated that such funds are definitely set aside in purchase, 
not that the PUD’s take it over. Mentioned open problem of real estate tax of 
1 percent on sale of property. May or may not apply here. 

Still hopes to get $15 million for Whatcom. Not afraid at all in this respect. 
After expenses and capital gains tax figures this should bring in another $5 
or better per share. Says Baker appears to want the property. 


Says Baker has 
been to Bonneville re power supply. 


Think he should get “property value” for 
this and believes record of what the other 6 PUD’s pay will establish the value 
for him. Is not afraid of being left with the property and needs no severance 
damages to establish his value. 

Cannot provide Whatcom figures in view possible condemnation. Lawyers want 
permit. Treasurer is working on tax surplus figures for us now. Book value 
entire property after depreciation is $83,141,000 for which he is g 


getting $89,490,- 
000. Tax base, if cleared by Internal Revenue is estimated $64 million as of 
June 30, 1952. 


St W (WIintTerRS] September 5, 1952 


FreD MILLER Cy MAx: 


Armour pension fund asking us for opinion of we think current district pro- 
posal to take over Puget looks like will be successful. They have block of bonds. 
Would just as soon sell in advance of the windup to raise cash if this is it. 
Would like answer from both of you. 

MEYER 
MEYER: 

Fred Miller out of town. Will be back Thursday. May be able to talk to him 

today but if not, can you wire re Puget wait ’til Thursday? PA. 


McCormack BN 





(Dated September 8, 1952.) 

McCormack BN re my Puget inquiry for Armour pension fund: Please ask 
‘red also when he returns if he has any guess on the workout value of common. 
Realize just a guess. 


Meyer BC. 
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BLYTH & Co., INc., 
Sept nbher 11,19 


1’t l & Ly 1 
\I 13 
Rte PP ‘ \] best guess on Puvet is that despite hewspaper talk PUD take 
I ! d probably will not be consummated I’m convineed 1] 
e litigated by several parties if for no other reason than delaying 
| that effort will be made in this session of Washington Legis 
( » write provision that PUD takeover will require referendum If tl 
ves to be the case I think it would really act as a stvmie My guess on the 
Value of the common in the event of PUD takeover is in the zone of 25 
Contfidentially Kinsey Robinson of WWP would love to acquire the compan, LH 
has told me that under private ownership and with proper development of the 
trea the d be worth substantially above the present level and I thoug 
he was tall ~ ething in the zone of 27 to 30 I would be ve ry interested 
hearing wl t M well has to say 


Frep BN 


BLYTH & Co., INC., 
September 11, 195 


Power & LIGHT 


Re referendum on PUD takeover: Following is quotation from HASSE w 
day ‘Move to put community referendum up to legislature will not take for! 
! if election and legislators ure known It was killed at last session 


What did Max say re Puget? 
KreD BN 


Max said “Best opinion here seems to be that deal will be worked out but time 
element is still very uncertain.” 
MEYER 


(lated Ne ptember 11, 1952.) 


EBASCO SERVICES, IN¢ 
New York, N. Y., September 10, 1952. 
Mr. K. M. Rorpinson, 
President, the Washington Water Powe Co.., 
Spokane 


Wash. 

Dean Mr. Ropinson: In accordance with our recent conversation in New York, 
we are enclosing herewith a summary schedule which sets forth for your com 
pany the estimated nontaxable dividends in terms of the percentage which 
would be nontaxable, on various bases, for the years 1953 through 1958. 

There is also enclosed two complete sets of our work papers in connection with 
these estimates. We are presently preparing two additional studies which are 
based on the assumption that there would be a merger of your company and Puget 
Sound Power & Light Co. in 1953. We will airmail said additional computations 
later this week 


Very truly vours., 


T. F. O'BRIEN, Tar Accountant 
The Washington Wate Power Co. estimated nontaxable dividends, in whole or 


part, 1953-58 


Percentage f dividends estimated to be nontaxabl 


Basis 1 Basis 2 Basis 3 Basis 4 
1953 38.73 2). 37 16. 06 8.10 
1954 100 $4. 22 55.14 46.7 
1955 100 81. 38 53. 21 45.12 
1956 99. 79 76. 46 53.66 | 42.38 
1967 O7. 44 71.51 51. 47 | 9. 61 
1958 | 15. 25 © OF 











“ l s ol ol T t.. Perce ( I (,y re ] ect ‘ 
» rec j i elterred st 1 12 [ I f Zz 
ji ‘ ‘ 1953. 1 +. 1955 is 81.40 1 ‘ } G. 1957 
( » ‘| , t 
| ‘ Ss es al atior f to perce ‘ et Gorge ‘ 
‘ 4 193 rece pt oft mererred Ss J | =S t i 
t t debel res 1! mount of SS S.0 000 J \ 192 al ne 
ther operatiti¢ ripany Dividend ite n loo x] rod ye she ‘ 1 
[25S is 81.60 per share 
SH sumes au tization of Go percent of ¢ } ( e ve Mi ‘ 
e: no redemption of preferred stock; and acquisition at January 1, 19538 
if X operating elect power Con ny by issuance of 1,854,481 shares 
\\ eton Water Power Co. common stock for 2,177,000 res of X cor . 
m stock (S5 shares of Washington for ch 100 sl eS . 
Dividend rate in 19538, 1954, 1955 is 81.40 per share and in 1956, 1957, 1958 is $1.50 
share Basis 3 also assumes $0-percent payout of net income of XN comy 
\ hington as d lends 
Basis 4 assumes amortization of 65 percent of © et Gorge project ‘ 
rease in 1958; redemption of preferred stock at 1, 1! ind issuance of 
percent debentures in amount of $3,850,000 at July 1, 1953: and acquisition 
January 1, 1953, of X operating electric power company by issuance of 
1 854.481 shares of the Washington Water Power Co. common stock for 2,177,000 


res of X company Common sto k SD shares of Washington for each 100 shares 


f N company Dividend rate in 1953 is $1.50 per share and in 1954 to 1958 is 


$1.60 per share Basis + also assumes {-percent pa) f net income Xx 
pany to Washington as dividends 
EBpasco Tax DEPARTMENT, Neptember 4, 1952 
I AN SERVICES, IN« 


Vew York, N. Y.. September 12, 1952 


President. the Washington Water Power Co 


Npokane, Wasi 


Dear Mr. ROBINSON In accordance with our recent conversation in New York, 
e are enclosing a summary schedule which sets forth for your company, after 
ergers with Puget Sound Power & Light Co., the estimated nontaxable dividends 
erms of the percentage Which would be nontaxable, on two bases, for the years 


1953 through tO5S 








) 

There is also enclosed a complete set of our work papers in connection with 
these estimates \s vou know these estimates are bused on the limited amount 
of data available here on Puget Sound Power & Light Co. In order to make more 


iccurate estimates it would be necessary to have the estimated net taxable income 
f Puget Sound Power & Light Co. for each of the vears 19538 through 1958 
I would also be helpful to have the estimated tax surplus of said COmpank if 
December 31, 1952 
Very truly yours 
g 4 FE. O'BRIEN, Tar Accountai 


The Washington Water Power Co., estimated nontarable dividends in whole on 
part, 1953-58 
Yea t 
2 A RB B 
14 
, 1&7 ~ 
a f F 4 
) g < 
me @ 72 
; 


Basis A assumes amortization of 65 percent of Cabinet Gorge project ; no rate 
increase; no redemption of preferred stock; and merger at January 1, 1953, of 
Washington Water Power and X operating electric Company by issuance of 
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1.854.481 shares of Washington Water Power common stock for 2,177,000 shares 
of X company common stock (S85 shares of Washington for each 100 shares of 
X company). Dividend rate in 1958, 1954, 1955 is $1.40 per share and in 1956 
1957, 1958 is $1.50 per share. 

Basis B assumes amortization of 65 percent of Cabinet Gorge project; a rate 
increase in 1953; redemption of preferred stock at July 1, 1955, and issuance 
of 356 percent debentures in amount of $3,850,000 at July 1, 1955, and merger 
at January 1, 1953, of Washington Water Power and X operating electric 
company by issuance of 1,854,481 shares of Washington Water Power common 





stock for 2,177,000 shares of X company common stock (85 shares of Washington 
for each 100 shares of X company. Dividend rate in 1955 is $1.50 per share and 
1954—5S is $1.60 per share 
New York, October 2, 1952 
Mr. Eventi Mer 


Vice Pre dent, Mellon National Bank & Trust Co., 
Pittsburgh, Pa. 


1} Pix: lam enclosing for your confidential information two sets of data 
the one without a cover prepared by Ebasco Services, using estimates of earnings 
and expenses submitted by myself and the one with a cover prepared by W. C 
Gilman as an independent appraisal as to the per share value of the stock. 

I wish you would look these over and let me know what you think of the propo 
sition. Considerable pressure is being put on me by the stockholders of both com 


panies to make an offer and I probably will have to make a decision by tomorrow 
as to whether I will submit it to our board of directors. My present thinking is 


that we might be willing to offer a trade on the basis of share for share or $27 
or $27.50 per share cash. If we should make a cash offer, is this a situation that 
would meet the requirements for a bank loan? I would think that not more than 
20 or 25 percent of the shares might require cash payment although we would 


at some point need assurance that we could secure the cash for whatever shares 
might insist upon cash payment. The offer, of course, would be made subject to 
all regulatory approvals after the approval of the merger by the stockholders of 
both companies, which would require a two-thirds vote of the outstanding stock 
After you look this over, I would be glad to talk with you on the phone as to 
what you think of the proposition. 
Sincerely yours, 


KINSEY M. Ropinson. 


OcTOBER 8, 1952. 


MrMORANDUM OF TELEPHONE CONVERSATION WITH Mr. KINSEY ROBINSON 


As you doubtless know, there is a proposal before the board of directors of 
Washington Water Power Co, to make an offer of merger with Puget Sound 
Power & Light Co. I talked with Kinsey Robinson in Spokane this morning and 
I find that if such a proposal is going to be made it will probably be voted today 
and that probably the publicity will be out on Friday of this week. The proposal 
would be that the stockholders of Puget receive share for share of Washington 
Water Power stock and an alternative of cash of $27.50 a share. The merger, 
of course, would be tax free, which would be most important to a lot of holders 
of Puget Sound 

We, of course, have been somewhat aware of what is going on and in my e¢all 
1 offered to Mr. Robinson that we would be glad to work out with him an under- 
writing for those security holders who wanted cash rather than stock. I find 
from the conversation that Union Securities made Mr. Robinson an offer of an 
underwriting for 70 percent of the stock, which is, of course, sufficient for his 
purposes because presumably there would be no merger if 30 percent did not 
accept stock instead of cash. Union Securities, I believe, is in touch with a fair 
amount of Washington Water Power common stock and also Puget Sound com- 
mon stock and is quite desirious of seeing this transaction go through. Mr. 
Robinson said he was not committed to Union Securities and I asked him, if the 
time came when he needed such underwriting, if he would let us make a pro- 
posal. JI haven't got too much out of this except that I did get a pretty firm reply 
that he woud certainly see that we were a part of any underwriting of this kind 
that went on and that he had told Joe King if this were ever done there were 
a great many people who had to be in it. Obviously, until an agreement of 
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er is proposed and at least considered by the Puget Sound board, an ut 


nz can only be in the negotiating stage. 
have a feeling that if we get anywhere in this matter it probably has to be 
} 
i 


from here rather than locally Nevertheless, we should certainly press 
eve nsdvantage we have and I would suggest that Jack Sasfurthe have 
th Kinsey on Friday, the day after tomorrow, and let us ki 
he hinks W sl ld trv to formal z t prop 
I assuine all of you are aware that Robinson's est ates would she tha he 
rehase of Puget on this basis ould be very beneficial to him and would 
tel increase Com m stock \ ues DS hh iy 
srt ART S. HLA 
S ANI VW S Ooete j 
K McLA HiLIN 
ident, Puget Sound Pore & Light Ce 
Seattle, Wash 
Che board of rectors of the Washington Water Power ¢ late last ever 
ssed the following resolution: 
Resolved, That it is the judgment of the board lirectors of the Washingtor 
Water Power Co. that a merger of this company and Puget Sound Power & Light 
( would be advantageous to the stockholders and employees of both ce 


ne consumers served } \ each, al d would he in the ] bli interes Pere al ‘ 


ad turther 


Resolved, That in order to effect such a merger at as early a date as possible 
‘ ers of the Washington Water Power Co. are hereby authorized and 


directed, in its name and behalf, to submit a proposal to Puget Sound Power 
& Light Co. to work out a merger of said company into this company, the ag 
ent effecting said merger to provide, among other things, (a) that the Was! 
ington Water Power Co. shall be the surviving company and its name retained 
bh) that the stock of this company presently outstanding shall remain unchanged 
nd that each holder of the presently outstanding common stock of Puget Sound 
Power & Light Co. shall receive for each 2 shares of the common stock of Puget 
Sound Power & Light Co. held by him, at his election either (1) 2 shares of the 
common stock of the surviving the Washington Water Power Co. or (2) 1 share 


of the common stock of the surviving the Washington Water Power Co. for 1 
share of the common stock of the Puget Sound Power & Light Co. and $27.50 in 
cash for the other of such shares. Holders of a single or an odd share of the 


common stock of Puget Sound Power & Light Co. shall receive one share of tl 





hit 
mon stock of the Washington Water Power Co. for such single or odd share 

nd (e) that upon the merger of said companies a retirement plan for employees 
substantially the same as the present plan of the Washington Water Power Co 
shall be made applicable to all employees of the company; and 

‘Resolved further, That said proposal is made with the understanding that 
during such negotiations, which shall be prosecuted with all reasonable dili 
gence and promptness, neither of the companies will take any action which will 
aterially adversely change or affect its property, assets, or financial condition 
and that the merger agreement shall become effective upon approval by the 
hoards of the two companies with the requisite vote of the stockholders of bot} 
ompanies and when all requisite regulatory approvals, consents, or authoriza 
tions have been received; and further 

“Resolved, That the officers of the company are hereby authorized and directed, 
in its name and behalf, to do and perform any and all such acts and things as 
in their judgment may be necessary or appropriate to carry out the purposes of 
the foregoing resolutions.” 

Since it is necessary for us to release this information at once in connectior 

ith our recent bond issue, we are sending this to you by wire and certified 
copies of resolution and letter of transmittal follow by mail to you and the othe 
embers of your board. 

K. M. Rogrnson, 
President, the Washington Water Power Ce 
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LEHMAN 





I ! Toni \\ rs and Selected Dealers of S30 Million, the Wash 
ngton Wat ? Co st Me ge Bonds, 316 Percent Series Due 1982 
() yh ! 1 » the Washingtor Water Power Co submitted to Puget 
~ 1 | er & Light ¢ a proposal that Puget be merged into Washington 
ue ( \ i have the option to receive for each shares of Puget 
eitl (1) 2 res of the common stock of the surviving Washington company 01 
2) 1 share of the common stock of the surviving Washington company for 1 
irre of Puget common stock and $27.50 in cash for the other such share 
Phe maxin cash outiny. Should all Puget stockholders elect option No. 2 
ld be app nately S300 n ion IIlowever., we understand that upon cor 
erger., InaXimum borrowings of not more than S25 rvillic 
d ( equired, even should all Puvet sto kholders elect option No. 2. since 
hitis Vy there if iy ivailable to the surviving Washington company an 
ted $7 million of excess treasury cash from Puget Furthermore, it seems 
intinl percentage ol Puget sto kholders would elect option 


lize nu taxable gain on their holdings 


o. 1 rather than re 
Assuming consummation of the merger, the immediate effect of the foregoing 
hn capita itios and interest coverages is shown in the following tables It is 
interesting to note that the percentage of mortgage debt to total capitalization 
e es from 47.6 percent to 36.4 percent It is expected that upon consumina 


on of the merger the present Puget mortgage securing approximately $20.6 
limited to present Puget properties, plus additions and 


lion of bonds would be 
present Washington first-mortgage bonds 


nts thereto, whereas the 
tionally secured by a second lien on Puget’s properties 


Capitalization 


hous 





\ 1 I Amount | Amount, Per Amount | Pe Amount} Per 
1 t ent ent ct 
»( 47. ¢ “613 23. 3 6Y, O93 so. 4 649, 893 3H. 4 69, 693 tH. 4 
n 14 15. 000 16.9 0), OOO 15.6 10, O00 20.9 Ov 97.4 
iy 3 4 0) 1.8 3, FOO es 4, 500 LS 
600 $4 52 SR4 50.8 XN. 484 46. 2 78, 484 10.9 is4 34. 2 


is for office use of the several underwriters and those dealers 
the subject bonds only and must not be further distributed. 


this memorandum has been obtained from sources 
It does not 


This memorandun 
who have purchased 
Mhe information contained in 
we make no representations as to its accuracy. 
and we make no representations as to the nonexistence 
This memorandum must be 


believed reliable, but 
purport to be complete 
of other facts which might affect its significance. 
accepted without responsibility on our part. 

circumstances is this memorandum to be used or considered 
-9 solicitation of an offer to buy the security. 


Under no as a 
prospectus or as an offer to sell o1 
Sales may be made only pursuant to the prospectus. 


OcTOBER 9, 1952 


——_ 


OcTOBER 10, 1952 


1/1 Offices: 

You doubtless have seen in the press a proposal of Washington Water Power to 
merge with Puget Sound Power & Light under which each share of Puget Sound 
common would be exchanged for one share of Washington Water Power common 
stock or in lieu thereof and at the discretion of the holder each share of Puget 
receive one-half share of WWP common and $13.75 in cash. Such 
2614 per share of Puget based on the existing 
elected to take half stock and half 


common would 
an exchange would be equivalent to 
market for WWP common and if the holder 
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sh it would be equal to approximately $26.81 per share. Contrasted witl 
PUD proposal according to literature released by the company would 
tial payment of S22 in cash per share of Puget « ion and sometime 
} next 3 years an additional amount up to SO per share, or a total of S27 
i puviment is indefinite, however, as to timing and amount and we under 
lit may be substantially less than &5 We huve seen pro forma project 
rnings for the merged Washington Water Power-Puget Sound w h 
ibstantial increase in per share net income over the next fe ers 
ed in part on anticipated operating economies Based on the proposals as we 
erstand them Puget Sound common shareholders will receive about $5 per 
=} e of value in excess of initial distribution promised under the PUD sale nd 
is much immediately as the most optimistic estimate for a total p nt 
PUD sale Furthermore, in merger the receipt of the new se es 
d bet ree and only cash taxable whereas in a totals »uand lis ation the 
re procecds are subject to tax as to gain received We would furthe f 
ect that after such a merger stock of Washington would have excellent px 
s for appreciation Irrespective of the private iIndustry-public lowe 
mtroversy we believe the holders of Puget would better themselves by accepting 
he Washington offer and we recommend that they w hold proxies or rescind 


given anthorizing a PUD sale 


PuGET Sounp Power & Ligut C 


Pudget Sound Power & Light Co. has pending a deal to sell substantially all of 


properties to six public utility districts fhe aggregate consideration is 
equivalent to about $23 a share. Properties and other assets which would not 
© sold to the public power districts initially are estimated to have an additional 
le up to S5)oa share, so ultimately stockholders would stand to realize about 
<2S a share for the stock which is currently selling at 24 Stockholders are voting 


this month whether to accept this offer 

In the meantime Washington Water Power Co. has just made an offer to the 
Pudget Sound Co. This offer involves an exchange of either 1 share of Wa 
neton Water Power for 1 share of Puget Sound, or 2 shares of Washington 
Water Power for 1 share of Puget Sound, plus $27.50 in cash Washington Water 
Power stock has been selling at around 26 to 2744 per share 

It is our understanding when, as, and if the companies could be merged the 
resulting operations would produce substantial earnings resulting from saving 
on duplication of capital outlays and overhead expenses It is quite probable 
that Washington's earnings on a merged basis could be increased on a normal 
basis by as much as 50 cents a share which should command a market value of 
Soto 87 a share. We have heretofore estimated that Washington Water Power 
ould over the next several years reach an earning level of $2.25 to $2.50 a share 
rhe merger with Puget Sound would have the effect of moving earnings up into 








the $8 area. Such earnings if coupled with a $2 dividend, which would be con 
servative, would command a price of at least $35 a share. By buying Puget Sound 


rather than Washington Water Power one in effect is buying the latter stock 
ata discount of about 2% to 3 points. There is no absolute assurance that Wash 
ington Water Power would be successful in acquiring Puget Sound, but since the 
atter already has a minimum price guaranty there is no risk in its purchase 
and there is a moderate appreciation of 4 or 5 points from the present level in 
the event Puget Sound is fully liquidated and not merged. 

CarL C. Brown. 


W. CC. GILMAN & Co., 
Vew York, N. Y., October 10, 1952 
Mr. Hersert T. ALLEN, 
illen & Co., New York, N.Y. 

Drak Str: We have made a study of the past and prospective earnings of the 
Washington Water Power Co. and of Puget Sound Power & Light Co. and an 
estimate of the earning power of the combined enterprise (Washington and 
Puget), if merged, for the years 1953, 1954, and 1955. 
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We have also made estimates of the earnings and possible dividends on the 
common stock of the Inerged company on the basis of varying numbers of shares 


of common stock to be outstanding depending upon the number of shares of 
Puget electing to take the cash option included in the acquisition proposal sub 
mitted by Washington under date of October 9, 1952. 

Our report, Which suuimarizes these studies, is attached. 


Re spectfully submitted. 


W. C. GILMAN 
THE WASHINGTON WATER POWER Co. 
PUGET SOUND POWER & LIGHT Co. 
October 10, 1952 
FOREWORD 


On October 9, 1952, Washington Water Power Co. (Washington) submitted to 
Puget Sound Power & Lizht Co. (Puget) a proposal that Puget be merged into 
Washington and that the 2 companies promptly work out together a merger agree 
ment providing, among other things, for the present stock of Washington to 
remain outstanding and for the holders of the present stock of Puget to receive 
for each 2 shares of the Common stock of Puget held by them, at his election 
either (1) two shares of the common stock of the surviving Washington Water 
Power Co., or (2) 1 share of the common stock of the surviving Washington 
Power Co. for 1 share of Common stock of Puget and $27.50 in cash for the other 
of such shares. 

We have made a study of the past and projected earnings of Washington and 
of Puget in order to form an opinion as to their combined earning power if 
merged. 

In our study of the earnings and prospects of Washington, we have reviewed 
and revised the earnings projection for that company which we made in a detailed 
report on the company which we prepared for investment bankers in March 1952, 
in connection with the then impending distribution of Washington's common stock 
to the common stockholders of American Power & Light Co. 


Boze. & JAcoss, INC., 
October 18, 1952. 
Personal Memo to Chief Executives: 

A crisis has been reached in the Pacific Northwest public-power fight, as high- 
lighted by attached Washington Water Power Co. newspaper advertisement 
appearing next week in strategically located cities and in Barron's. May I 
Suggest contacts with investment bankers to encourage “No” votes by Puget 
stockholders against sal. to PUD’s or rescinding of affirmative proxies on basis 
of greater value to stockholders of both companies if WWP-Puget merger goes 
through as well as preservation of free enterprise. 

The Puget devision is scheduled to be made Gc. uber 27. 

DoNALD D. Hoover. 


To the Stockholders of the Washington Water Power Co.: 


AsouT Our PROPOSAL TO PUGET SOUND POWER & LIGHT Co.—ITS OFFICERS AND 
DIRECTORS 


On October 9, 1952, the Washington Water Power Co. submitted a proposal to 
Puget Sound Power & Light Co. that a merger agreement be worked out between 
the two electric power companies on a basis beneficial to all security holders 
of both. This proposal, which is subject to necessary approval of governmental 
authorities and of stockholders of both companies, appears in detail at the right 
of this statement by your company. 

Among the advantages to shareholders of Puget Sound Power & Light Co. 
and to you, of the proposed exchange of shares and subsequent merger of the 
properties into a unified operation, are: 

1. The shareholders of each company would retain an interest in a larger and 
stronger company, With prospects of increased dividends and greater value of 
their stock. 

2. The stronger merged company would be able to provide additional, and 
adequate, generating and other facilities in an area where there is a continuing 
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and growing need for electric power and where there have been power shortages 
the past. 

3. Puget shareholders who exchange their stock solely for Washington stock 
would do so on a tax-free basis whereas if they received cash as the result of 
a sale to PUD’s followed by liquidation, they would be subject to income tax 
on any profit realized. 

The Washington Co. has received no acknowledgement of its proposal. Unless 
is presented to the shareholders of Puget prior to their October 27 meeting, 
they may have authorized the sale of a major portion of their properties to public 
tility districts without opportunity to appraise fairly the merits of our pro 
posal. Since the Washington common stock has been in the hands of the public 
nly since August 21, 1952, and the new board of directors has been in office only 
since then, time limitations have prevented us from sending all details to you 
on the mutual advantages which would result from the proposed merger 
hence this message. 

What would be best for everybody? 

‘The constructive merger proposal should be considered by the shareholders of 
Puget, because in our opinion it is to the best interests of the shareholders and 

istomers of both companies, and the growth of the great Pacific Northwest 

Puget shareholders should vote “No” on the PUD sale. Affirmative proxies 
already sent to the Puget Co. should be revoked by telegram or airmail letter 
addressed to Puget Sound Power & Light Co., 82 Devonshire Street, Boston 
Mass., so as to be delivered before the October 27 meeting. 

‘There is no time to lose if this highly desirable merger of the Washington and 
Puget Cos. is to be accomplished. 


THhreE WASHINGTON WATER POWER Co., 
KINSEY M. Ropinson, President. 





LETTER TO PRESIDENT AND DrrecTorsS, PUGET SouNp Power & LigutT C FROM 
PRESIDENT, THE WASHINGTON WATER POWER Co. 


OCTOBER 9, 1952 


fo the President and Directors of Puget Sound Power & Light Co., Seattle, Wash. 

GENTLEMEN: The Washington Water Power Co. (Washington) hereby submits 
to Puget Sound Power & Light Co. (Puget) a proposal that Puget be merged 
into Washington and that the two companies promptly work out together a 

erger agreement providing, among other things, for the present stock of Wash 

gton to remain outstanding and for the holders of the present stock of Puget 
to receive for each 2 shares of the common stock of Puget Sound Power & Light 
Co. held by them, at his election either (1) 2 shares of the common stock of the 
surviving the Washington Water Power Co. or (2) 1 share of the common stock 
f the surviving the Washington Water Power Co. for 1 share of common stock 
of Puget Sound Power & Light Co. and $27.50 in cash for the other of such 
hares. Holders of a single or an odd share of the common stock of Puget 
Sound Power & Light Co. shall receive 1 share of the common stock of the 
Washington Water Power Co. for such single or odd share 


Ss 


rhose electing to take cash will, of course, be subject to income tax on the 
profit realized, but those taking stock will not be subject to such tax by reason of 
receipt of the new stock for their present stock. This would give present Puget 
stockholders an opportunity to retain their interest in a much larger, stronger 
company and an opportunity to participate in the expansion of this fast-growing 
area. 

It is contemplated that the two operating organizations would be put together 
and that the pension and retirement benefits available to the present em 
ployees of Washingon would be made available to all employees of Washington 

It is believed that the proposed merger would effect substantial operating 
economies for the merged company and otherwise be beneficial to all security 
holders of both. 

The common stock of Washington was distributed by American Power & Light 
Co. to its stockholders on August 21 (some 6 weeks ago) and since that time 
a substantial number of shares have been transferred to the present owners 
who in many cases purchased it on a “when distributed basis.” 

Since distribution many stockholders of both Washington and Puget have 
insisted that Washington submit some kind of a proposal to keep the Puget 











HI ANTITRUST LAWS 


Ff 
J 





te ownership for the benefit of the stockholders of bot] 

Phe office of Washington took the position that unless owners of substantia 
ocks of k of both companies expressed a detinite desire that the companies 
merged did not think it advisable to present the matter to the Washingtor 

\ group representing a substantial mumber of shares of the common 

ck of both Washington and Puget recently insisted that this matter be 
izht to the attention of the Washington board with their recommendation 
hat the ird take prompt action to submit a proposal to Puget that would be 


fair and equitable to the stockholders of both companies 
As are lt the Washington board met yesterday and directed the officers t 
ake this proposal, which we believe is fair to all concerned including the stor 
holders, customers, employees, and the publie generally 
The management of Washington holds itself ready to work out with you 
rompt t mutually satisfactory merger agreement 
Attached hereto is a certified copy of resolutions of the board of directo 
of Washington authorizing and directing the submission of this proposal 
Very tru yours 
THE WASHINGTON WATER PoWER Co.. 
By Kinsky M ROBINSON, President 


RCH Lerrer Service, TN 
NEW YORK, N. Y. 


Sold to: Bozell & Jacobs, Ine. 2 West 45th St.. New York, N. \ 


Date ray, 0. TOA Job No. 2264 Invoice No, 10-230) 
I N York Times, October 22, 1 e 
er S KHOLDERS KNow Stx-Distrricrt PURCHASE Best ror THEM 
ISLED, V \ B MISLED BY LAST-DITCH, FRANTIC APPEALS TO TORPEDO DISTRI' 


PURCIIASI 


The Washington Water Power hastily cooked-up merger scheme is not 
bona fide offe not a fi 


er stockholders nor by regulatory commissions 


firm offer—has not even been approved by Washington 


WOULD YOU EXCHANGE SOMETHING FOR NOTHING 


In the six-district purchase offer, you as a Puget stockholder, have some 
ling: A real opportunity to get your money out of Puget on an attractive 


The Washington Water Power Co. rush-act merger scheme offers you noth 
ig—would presently be calamitous. It would bring about what Puget has 
vigorousiy fought for years to prevent the destruction of your property by 





he condemnation ax 
SIX DISTRICTS SAY! “SELL OR BE CONDEMNED” 


In a letter dated September 11, 1952, the six districts stated, in exceeding! 
blunt language, that if the stockholders of Puget did not accept their purchass 
offer they would immediately proceed with condemnation of Puget’s property 
(All of Puget’s major hydroplants and about half of its distribution properties 
are presently under condemnation in 12 separate actions. ) 

Consequently, before a merger scheme could even get started on the long. and 
tortuous read of obtaining the necessary stockholder and regulatory Commission 


approvals and of surviving the extensive litigation which seems bound to be 
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| damaged d mor ther things, tl irket ] e of their st 
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gram read in 4 is follows 
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| ‘ ( hh othe ( ings of our ¢ on t recesses dete rhe 
f public powe “ iL large majority « . ‘ Pug ‘ 
¢ ese (lee t nh tave of thie s (i l ‘ 
power shortage is right now ¢ tiling <1 “ly ‘ 
ment and otherwise ive ( rite ne e P ce No ‘ } 
We adsl hate lil ly Lith} oved by ‘ S| N-¢ St} | ( | 
of he Washington Wate Pow * i | - vy ! N \ } 
el inket ctuated by purely selfish motives nm im u er dis1 ad of 
equences of their acts are apparently attempting in ous WwW 
re the t purel iNé 
nee! the best interests and the Y sof Pu ste ! ers 
ers ivees be protected Therefore, 1 respectt vy petition t 
cause the appropriate Federal agency Tr Sk Ri" r fl " ! 
of ustice) to conduct an investigation to ¢ ermine t ! ( to the 
Ine «| 1leSTLONS 
extent to which electric utility ce prarnie nd certail esti by } 
f orking with Washington Water Power t tage tl Listy 
e by 1) seeking to prevent the necessai ( Is stockl le cceept 
f he 6-district purchase oft by conf g ! tit ‘ o 
kholders and others: (7 ttemptir te he forn 
ne srou to Thbanes he six-distric wequis on | hye hye 
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Che extent to which the substantial tax benefits derives om the accele er 
zation of a large part of the cost of Washington Wate Power ‘ 
power development irate Increase In excess of 81 ion yp 
t even ve wen authorized by regulato 1 ‘ nad ( f f 
e have } ! ised to inflate or | ool he I ) f W 
Wate Power's common stock so as to? es “ pry 
et mek) de rt inducement for the n ‘ ene 
f © pus few nths there have been \ 1 ‘ 
he management of Washington Water Power was ) ! ax 
ver scheme to Puget rv the purpos f t t] SIX 
purenase Consequently before sub I { six-dis ( ‘ 
to stockholders at ecommending its acce) e by them Puce | 
ectors fully explored the feasibility of a merger with Washing ite 
ral concluded that as compared with the s district ] hase off h 
oO basis Whatsoever for a belief that such a merger « dit event 
the best interests of the stockholders of Puget 
mit at this late date, with the stockholders’ meeting set for October 27 
proposed merger scheme siluply confirms the rumors previously referred t 
has all the earmarks of a capricious move to throw a monkey wren te 
machinery in ist ditch attempt to bleck the consummation of Six 
t purchase. Such an eventuality would be calaa s for Puge | 
INGTC WA : POW! MER SCHI CAN STOCK s 
is vour ox which is being gored It is yvou—not the stockholdet f Wast 
n Water Power—who can presently be ruined by this ill-ce e¢ 
i and ill-fated merger scheme of the Washington Water Power 
i IkDS O Pt I CO) ON STOCK OTES IN I Oo! EF SIX-DIS I & 
OFFER 
uget stockholders know a good thing when thev see it Notwiths ling t 
eading statements issued and the v; us pressures applied the proponent 
e merger schen stockholders” support of the six-distric purchase offe 
fact that the holders of more than the necessary | 
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f Puget’s common stock have already voted in favor of such purchase. Your 


wn good sense rejects this booby trap merger scheme. And no wonder. The 
six-district purchase offer, 7 years in the making, seems like a miracle. It is 
a sound, sensible, concrete offer you already well know about, Your board of 
directors, who are trying faithfully to discharge their duties and trustee obliga- 


ions, continue to recommend that you accept the six-district purchase offer 
We are sure Puget stockholders will continue to act intelligently in their own 
best interests by not revoking any proxies they have sent in and that those who 
have not as yet voted for the six-district purchase will promptly mail their 
proxies. 
Very sincerely yours, 
PUGET SOUND Power & LiguT Co., 
FRANK McLAUGHLIN, President 





THE WASHINGTON WATER PowER Co., 

Spokane, Wash., October 28, 1982. 

rrill Lynch, Pierce, Fenner & Beane, 
Vew York, N. y 
(Attention of Proxy Department.) 
Dear Stes: In connection with the material furnished to you on October 20, 
1952, for mailing to beneficial owners of Puget Sound Power & Light Co, stock, 
we should appreciate your mailing to us on Friday afternoon in the enclosed 
envelope a duplicate copy of this letter indicating the number of shares of Puget 
stock registered in your name for which proxies have been returned to the com 
pany for the meeting on October 27, 1952, and which are to be voted against the 
proposals set forth in the notice of the meeting, also the number of shares for 
Which you revoked proxies by notice to the company. 
Phanking you for your cooperation, we are, 
Very truly yours, 
K. M. Rosinson, President. 


Number of shares voted against ; oes asec ag EO 
Number of shares for which we revoked proxies S00 


MerRRILL LyNcH, Pierce, FENNER & BEANE. 
By Ek. K. THompson 


MEMORANDUM 
OCTOBER 22, 1952. 
lo Messrs. Frederick L. Miller, James F. Miller, John J. Hasfurther, Edwin Mott, 
Jr., Adolph K. Eitner., 


In order that you may know what procedure we have followed in this office 
with respect to the Puget Sound Power and Light-Washington Water Power 
matter, enclosed herewith is a set of enclosures mailed last night to approxi- 
mately 1300 Puget stockholders located in California and Oregon. 

Unfortunately, the stockholders’ list supplied to us was out of date. Wherever 
it was known that a person had disposed of his stock since the date of prepara- 
tion of the list, we deleted such names. Of course, we had no record of stock- 
holders who purchased the stock subsequent to the preparation of the list 
except the record in our own holding card files. The assumption, therefore, is 
that we have probably failed to contact quite a number of California and Oregon 
stockholders 

Tuomas E. Morris. 


SAN Francisco, October 20, 1952. 
lo the Stockholders of Puget Sound Power and Light Co.: 


As you know, October 27 has been designated as the date on which stockholders 
of Puget Sound Power and Light Co. vote on a proposal to sell certain of its prop- 
erties to public utility districts. 

We understand that at this meeting no action is proposed to be taken on the 
proposal for merger, dated October 9, 1952, by the Washington Water Power Co. 
which proposal has recently come to our attention. 
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We believe that the stockholders of Puget Sound Power & Light Co. should 

I position to consider the relative advantages ot the propo ed sale of assets 

» publi utility districts, as compared to merging with the Washington Wate1 
Ci 

In view of this and the imminence of the October 27 meeting, it is essential that 


mptly on this matter. We recommend that you yote “No.” on the 


sal for sale to be acted on at the October 27 meeting because if that proposal 














i 
ud o throu . it would not then be pe ssible at a subsequent meeting ft con 
he relative desirability of the merger proposal made by the Washingto1 
VW P er Co 
| wish to vote “No.” there is enclosed for your convenience a proxy cart 
to Puget Sound Power & Light ¢ which will acco! ish a “No.” ve 
revoke any affirmative proxy heretofore executed covering y r 
| ed essential th his proxy Cal be fille 1] ~ ad ( et 
Very truly yours, 
vou know, October 27 has been designated as the date on which st 
; of Puget Sound Power & Light Co. vote on a proposal to sell certa ot 
ties to public-utility districts 
We understand that at this meeting no action is proposed to be taken on the 
posal for merger, dated October 9, 1952, by the Washington Water Power Co 
ch has recently come to our attention 
We believe that the stockholders of Puget Sound Power & Light Co. should 
na position to consider the relative advantages of the proposed sale of as : 
public-utility districts, as compared to merging with the Washington Water 
er ¢ ) 
In view of this and the imminence of the October 27 meeting, it is essentia 
i promptly on this matter. We recommend that you vote ‘No’ on 
e proposal for sale to be acted on at the mee ting, because if thtat prope i 
id go through it would not then be possible to consider the desirability of 
merger proposal nade by the Washington Water Power Co 
{ff you wish to vote ‘No,’ there is enclosed for your convenience a proxy re 
lressed to Puget Sound Power & Light Co. which will accomplish \ ‘ 


ill revoke any affirmative proxy heretofore executed covering yout 
i, it is essential that this proxy card be filled in as to date and duly 


Very truly yours 


CARL M. Loren, RHOADES & Co 


New York 5, N. Y. 


~ > 


S107 MILLION PUGEY SOUND PuBLIc-UTILITY DISTRICTS’ BONDS MEETING A 
HALSEY, STUART & CO., OCTOBER 29, 1952 
The court in Boston is expected to decide on Thursday, October 30, whether 
he temporary injunction preventing the sale of Puget Sound Power & Light is 
»be lifted. If the injunction is removed, it is, of course, possible that Mr. Rol 
inson, of Washington Water Power, will attempt other delaying strategy and 
perhaps appeal for a reimposition of the injunction. Nevertheless, Mr. Dawson, 
ff Wood, King & Dawson, the municipal-bond attorneys, informed our group 
that if the present injunction is removed he could give us a clean al opinion 
When such an opinion is received, our group must be prepared to take up the 
bonds for the consummation of the sale, and within 30 days after the transfer 
of the bonds to our group Puget Sound Power & Light will pay $22 a share t 
its stockholders. It is understood, incidentally, that 838 percent of the stocl 





nm 
holders at the meeting in Boston voted approval of sale of Puget to the joint 
public-utility districts. 

Halsey, Stuart is preparing an underwriting agreement which will be pr: 
sented to the underwriting group very soon. 

A very rough tentative scale was presented at the meeting, as follows 
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NOVEMBER 3, 1952 


Mi a » Me rs. Hawes, Limbert, Schlosser 


WASHINGTON WATER POWER 


Kinsey Robinson just called me on the phone to bring me up to date on the 
WWP-Puget Sound situation and also to ask us to consider having someone it 
our organization testify on a later suit that may develop in this matter on the 
faire e stockholders of Puget Sound Power & Light of Washingtor 
Water ] r versus the proposed PUD plan 

\s to the present situation, two stockholders brought suit—one, a man by the 

! f ¢ Vhose home is in Portland, and ’n Mr. Tilney, 63 Wall Street, 
it nent uker. The suit was instituted in a court of equity which, Robinsor 
told me, limited the nature of the testimony that could be introduced Both of 
the stockholade estified, as did Bill Gilman and Robinson himself. 

\ i reunent considerable stress was laid on the nondisclousu 
by McLaughlin of his PUD contract and on the lack of fairness exercised by d 


rectors of Puget Sound Power & Light owning a very small amount of the stock 
t [ting a bona fide offer by Washington Water Power to merge wi 


The judge has taken the matter under advisement and has stated that he 
hand down his opinion this week, There are two steps that can be taken by him 
the first is the lifting of the restraining order, or he could issue a temporary in 
junction In the event the restrainer is lifted, Robinson stated that they have 
recourse to another court, and a suit there will be instituted. If the restraining 
order were lifted, Robinson told me that it might be possible legally to go ahead 
vith the PUD sale, but he had considerable doubt whether the commercial 
bankers would be willing to follow through on their commitment in view of the 
continuing litigation 

Kinsey then raised the matter, purely as a matter of conversation at this stage, 
on Whether or not we would be willing to have one of our members testify as an 
expert as to the fairness of the Washington Water Power bid when compared with 
the PUD sale My response was that I could make no decision in this matter 
but that I would bring it up for discussion and advise him later of our decision 

Kinsey is flying back to the west coast this afternoon and he did not think tha 

irther court hearings would take place for some little time. 


FREDERICK L. MILLI 


DECEMBER &, 1052 


o the Stockholders of Puget Sound Power & Light Company: 


It appears that the plan of the management of Puget Sound Power & Light Co 
0 sell the company’s properties to public utility districts in the State of Wash 
ington has encountered legal obstacles which may prove to be insurmountable 
The undersigned stockholders favor the merger of Puget with the Washington 
Water Power Co. and feel that such a merger can be worked out on a basis 
advantageous to Puget’s stockholders. 

In view of this situation, the undersigned stockholders have formed a com 
mittee, with the objective of urging the management of Puget to give considera 
tion to the merger of Puget with the Washington Water Power Co. on terms which 


f + 


ill be favorable to Vuget’s stockholders. The committee enlists the support 


f all Puget’s stockholders in the attainment of its objective and invites them 
to communicate with the committee secretary. 
JOHN S. TILNEY, 
New York, N.Y. 
WILLIAM J. COLLINS, 
Portland, Oreg. 
Counsel 


Burns, Currie, Rich & Rice 
New York, N. Y. 
secretary 
Francis Currie 


New York, N. Y. 
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1) han J vs 
I sy el jours h Frank He savs he see IK t ! 
11 ve y } PUD 's ‘ ‘ ! { 
} the PUD)’s, ( is mideml l ul | | irel v be é 
ea s I ‘ tion against tl PUL) ce eS ni Was 
He says if Wasl ton succeed ik ng tl ) t 
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( her possi delays ch as PUD s I i s PUI 
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tis What Washington should offe 
| i 1) ndepe! ent re l vile ~ dv Jay 
s \ i i iT l i ld tt { t t t _ ti - Li _ ‘ 
He filed the i ult to lames be f f ‘ 
‘ Despit a Frank believes « i Wit HH 
t nm Ne York to kick out the manag = he t 
3 , nd is not scared to fig] 
. Says he h strong board of dire Asked if I ew ‘ g 
Ni 
Kinse is trving to rush things and is a e hats et 
vy expires March 1, 1953, with extensior ut ! nd agrees 
~ \\ il t thre il I up maki il t f 2% 1 i¢ ‘ ( 
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1 New York tractions. Frank does not care about eologies of public versus 
e powel His interests are (1) steckholders : employees 3) publi 
ms rece ed no bona fide offer to date Told Ala Foster, of | ster 
i I was there \sked f I cared to see Foste Foste wanted to see 
‘ I said ‘Ne lhrank said that Foster, like all othe holders, wanted his 
Frank said a lawyel unidentified) told hin nderwriters were ced by 
ers for 27 cash, but it was not forthcoming 
Says Washington group has been fouling up its own nest, and with weird 
cs, many feel they do not really want merge! 
I nk still can’t see possibility of merger or merit of merge) Said Gilman 
eport was “all wet.’ Mentioned miss on Seattle Also stressed ratio differences 
ie to Puget rural-Washington city rherefore, having independent study pre 
ired However, if Washington or bankers are willing to pay cash for the 





eadaches, that is O. K. with Frank. He could not understand why they blocked 

e PUD deal and thought they could put over an inferior deal, and with no direct 
tact Said he never heard of a merger without management backing Sale 

eis human and doesn’t like being kicked around. Doesn't want any Ins 

{ kept stressing that Washington wants property and Puget holders want cash 


| he wants stockholders to get the cash, so why worry about all the other 


ietors He agreed to that but kept repeating that he could ne 
ict and thought Kinsey should wait with the offer till first o 





eers report is due and Frank will have better idea to how lawsuits lool 
Frank likes me very much as intermediary. Wants me to present the broad 
is to Kinsey, report back, ete. Said I was like Ike. Thinks committee 

hould be killed. Says things would have been very different if he was contacted 

n July, even informally, before he was all tied up with the PUD’s Repeated 


etter to wait with offer until engineers report is in, before his board could act 


1 merger proposal 





Said let’s not rock the boat or have a lot of bulls in a china shop And let's 
put the Puget management on the spot where they take all the ris Said 
ell Jack he has an open mind and is not antagonistic He is only interested it 
he welfare of the stockholders Doesn't like being called a crook Says he 
in stand on the record. Said he, Frank, should have seen me (S. W.) rather 
han everybody else in New York I left saying I would report to J. B. and then 
ontact Frank again He said to keep him posted Said don't try to kill tl 
‘UD deal. Let die by itself. Mentioned they were trying to form a banking 
roup 1! would conclude from this that the deal is just about dead, but the 
ve to wait the proper interval for burial in order not to upset the relative 
[ called J. B. who instructed me to report optimistically and briefly to Kinsey 
did s Kinsey said he was very glad I went That it was a good idea He 
d me he had found out that only 10 percent was needed for a special meeting 
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I suid I hoped that would not be needed. He agreed, saying there had been 
enough “rassling’ around. Was very much interested to know whether Frank 
thought the PUD deal was dead I said Frank told me it was still alive, but I 
gathered indirectly that it was dying 

The following is very impressive. Frank called me at 7:30 a. m. at the hotel 
Asked whether [ had had any reaction from J. B. I said my report had been 
too limited on the phone. Frank said my visit Was worth more than 1,000 letters 
Repeated Puget can’t afford to be the victim of an ideological battle between 
the PUD’s and Washington. If a merger is to be the subject of the same fate 
the PUD deal, years of litigation, it is no good. <A quick cash offer is good 
That is, when it becomes apparent that the PUD deal is out. Let’s not jump the 





gun on its demise Chen proceed with the cash offer. 
Frank said please not to permit any publicity regarding my contact. Say 
these things have a way of getting around. Let’s have a truce and explore th 


matter fully, with a decent relationship—and not always try to cut his throat 
Said he has great confidence in me. Said let’s keep it out of official channels 


until it is jelled. Deal with me now, but official When ready. Says there is not 
really much to negotiate about. Stockholders want the equivalent of the PUD 


deal, that is all. Repeated that Puget cannot take all the risks. Again thanked 

ifusely for having come out to see him. 
Significantly mentioned possible favorable legislation in vein that PUD’'s 
aroused, could cause 2-year delay by petition for referendum. 
S.R. W. [WInTEKS ] 


Mr. FRANK McLAUGHLIN, 


I 
Puget Sound Power é& Light Co., Seattle, Wash. 

DEAR FRANK: The handkerchiefs were much appreciated and are already in 
use. Many thanks for your useful and most practical gift. 

I see the battle is still raging in Puget. There is something about your company 
that has always meant trouble of one sort or another. Your letter to stockholders 
of December 29 certainly gives a very clear picture of Where you stand. 

As you probably know, my partner, Al Gordon, has been working over a period 
of years to establish a business contact with Washington Water Power. This 
dates back to considerably before the time when Washington Water Power came 
out of American Power & Light. He is naturally quite keen to see the Puget 
Washington Water Power merger go through. When I saw you in New York I 
agreed with you that such a deal seemed impossible, but now I am not so certain 
Conditions in the electric utility equity market have substantially improved 
since the election. Rightly or wrongly, general sentiment is that public power 
will be much less of a threat than during the New Deal and Fair Deal adminis 
trations. While I-did not feel, when I saw you last, that Washington Water 
Power could equal the districts’ bid, I am not so certain today. In fact, I feel, 
With the current active utility market, that a deal could probably be consum 
mated at a price of around $27 per share for Puget. This, of course, assumes that 
the Commission will approve the merging of the two companies. 

It appears to me that if the districts’ bid falls through, you have the choice of 
staying as you are and taking your chances on condemnations, or making a deal 
with Washington Water Power. Robinson is certainly enthusiastic about the 
prospects for a combined company. He will go a long way on price and other 
concessions, such as taking care of Puget’s employees on favorable retirement 
plans and past-service benefits. Washington Water Power is considering making 
a cash offer for Puget around $27 a share with the alternative of taking Wash 
ington Water Power stock in exchange. Certain stockholders with long-term 
profits in Puget might like to make a tax-free exchange. In order to raise the 
cash Washington Water Power might issue a convertible preferred stock that 
would be underwritten and issued in the amount of cash required for the Puget 
stockholders who preferred cash to Washington Water Power stock beyond the 
amount raised through bank loans. 


STUDY OF THE ANTITRUST LAWS 525 


ieal of this kind can be put over, it would give Puget stockholders a good 
Whether it is desirable or not for the Washington Water Power st 
s another question. Robinson feels it would be for two major reasons 
| there would be a considerable savings in pooling the power resources 
the two companies owing largely to the load diversity 


») Puget has such a low debt ratio that expansion for the combined 


be taken care of with senior debt as against equity financi 

ndemnations would be relatively less important in a big company 
not pretend to know about the merits or demerits of these arguments, bu 
tely for you, the Washington company is convinced. 


isilv they would be talking a lower price if you had not gone ahead \ 








ricts’ plan This element of competition has been very beueficial l 

nye the price of Puget stoc kK up. 
asked me about approaching George Clifford in New York to see if 
ild offer any light on this situation. Knowing your relationsh with 
1. this seemed to me a sensible approach As a result of this, certain of 
Vashington Water Power legal talents have just met with Messrs. Mickel 
icG is, and other Stone & Webster Service men. As Gordon was out of 
I introduced the Washington Water Power legal talents to the Stone & 
‘ ple I want you to know that this did not indicate that I advocated 
Washington Water Power proposition. It was merely an effort to find out 

make a feasible and attractive proposal 


be you will sell out to the districts; maybe you will make a deal with the 


gton Water Power; and maybe you will continue the company as is, 
ng no deal at the present time. Whichever way you choose to go, I am 


n that you will do what you believe to be in the best interests of yo 


in 


thanks again for the handkerchiefs, and wishing you and Jean a Happy 


N} okane 








JA We had Kinsey Robinson to lunch last Tuesday and have bes 
ith him since, and I understand he is flying back to Spokane today. 
s optimistic about his various plans. He told us he needed a very large 
edit if he is going to acquire Puget Sound and that he was going t 
me banks and insurance companies where he was well acquainted. 
teld us st night that he had received assurances that he could get the kind 


t he needed and that at the request of the banks Al Gordon had been made 

ing agent. He told us that for certain reasons if the transaction was 
¢ to go through he would get a group of investment bankers to stand by 
mmon and preferred stock but that the standby would run to the banks 
er than to Washington Water Power. He said this would be to permit Wash 
rton Water Power to actually authorize the securities involved in the standby 
was demonstrated that the transaction would go through. 


lon’t know that we have been very successful in getting out of this situa 


ny more than expressions of good will. I am not too surprised that Gordon 
himself into the job of negotiating the standby although I had hoped 
ve might have been in there too. However, I would like very much to be 
account on the standby relating to the equity securities which is the in 
banking end of the proceeding. We have so expressed this to Kinsey 
have really had nothing from him except expressions of good will. Since 





s going to be back in Spokane about the time you get this letter, I think 
ould be desirable if you also expressed to him our interest and desire in 
g t1 » investment banking part of this proceeding, if it turns 
ie Il also gather the way things are going that it looks 
i ‘ D transaction was not going to be done. 
h hes gards, Tam 
“ind ly 


STEWART S. HAWES 
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Tik WASHINGTON WATER POWER Co., 
Spokane, Wash., January 21, 1953 


a 
- 
4 


President, Puget Sound Power & Light Co.., 
Seattle, Wash. 

Dean Mr. McCLAUGHLID In accordance with the action of the board of di 
ectors of the Washington Water Power Co. at a meeting held January 19 
1953, Iam submitting to you herewith a certified copy of a resolution adopted 
by the Washington board at that meeting. This resolution contains the terms 
and conditions under which Washington proposes to effect a merger betwee1 
the Puget Sound Power & Light Co. and itself. The proposal which was sub 
mitted to you on October 9, 1952, we understand was not acceptable because it 
failed to provide that those stockholders of Puget who desired to receive cash for 
all of their stock could not do so. The present proposal, as you will see from the 
esolution, obviates this difficulty and is intended to overcome that objection. 

The Washington company has assurances from leading eastern banks and 
financial institutions that they will supply all the money necessary to complete 
the merger even though all of the Puget Sound stockholders elect to take cash 
for their shares Firm arrangements can be made with these institutions if 

thin a reasonable time the merger negotiations have reached a point where 
the proposal can be submitted to the stockholders of both companies and the 
requisite regulatory bodies for approval. 


We sincerely hope that you will give this matter your very early considera 


tion a e believe it is advantageous to all concerned. The management of 
Washington le itself ready to work out with you promptly a mutually satis 
V merge reement 
Very tru yours, 





K. M. Ropinson, President 


Whereupon, on motion duly made and seconded, the following resolution was 
inaAnimMousiv adopted 

Whereas the board of directors of the company at a meeting held October §, 
1952, adopted a resolution proposing to Puget Sound Power & Light Co. that that 
company and the Washington Water Power Co. negotiate a merger agreement 
to merge the two companies, which merger agreement was to provide; (a) that 
the Washington Water Power Co. should be the surviving company and its name 
retrined: (4) that the stock of the company presently outstanding should remain 
unchanged and that each holder of the presently outstanding common stock of 
Puget Sound Power & Light Co. should receive for each 2 shares of the Common 
stock of Puget Sound Power & Light Co. held by him, at his election either (1) 
2 shares of the common stock of the surviving the Washington Water Power Co., 
or, (2) 1 share of the common stock of the surviving the Washington Wate 
Power Co. for 1 share of the common stock of Puget Sound Power & Light Co., 
and $27.50 in cash for the other of such shares, and 

Whereas the directors felt that such proposal was the most advantageous for 
the stockholders of both companies and particularly the Puget Sound Power & 
Light Co., in that it assnred, if accepted, a statutory merger in which at least 50 
percent of Puget’s stockholders would receive stock and that those who did would 
receive if on a tax-free basis, and 

Whereas Puget Sound Power & Light Co, has stated that said proposal is not 
satisfactory to them and will not be considered by them because it does not pro 
vide that their stockholders can, if they so desire, receive cash equivalent to the 
cash which they might ultimately expect to receive from the present agreement 
which Puget Sound Power & Light Co. has with five public utility districts of 
Washington, and 

Whereas Puget Sound Power & Light Co. has also stated that it has a contract 
with the said five public utility districts for the purchase of certain of its assets 
which said contract is binding upon the Puget Sound Power & Light Co. if the 


public utility districts pay the money vrovided therefore on or before the 27th of 
February 1958: but, nevertheless, Puget Sound Power & Light Co. has further 
ndicated that if will consider any reasonable offers that may be made to it which 
do not involve a breach of its contract with the publie utility districts: Now, 


therefore, be it 


























1 ted d concluded by Fel i 
) ited - mon thereaft is OSSD L 
1 we iS ¢ \ dat : 
ter Power (* re hereby authorized 
brit props o the Puget Soun 
, siid) com nto orp I 
| ! ‘ 1 put 
27 1 ‘ vreement ft he s 
‘ hat the Was ngton Wate | el 
( -] e retained by i he s k 
rej ! nehange eXCE] » the 
and that each helder of the present 
er & Light Co. shall receive for ene 
‘ Sound Power & Light Co. held by I 
» ¢ I ock of the su Y tie 
\ presently uti ( tyiit issued shares 
rot Lidl panies a ement I 
the presel p) I f the Wishingto 
Oa ni} ees of tl only 
I Ss ] ale vith the understanding that 
Pug has stated it has a binding contract with the public utility distr Sal 
snid merger would not become effective in the event said contract per 
| by the public utility districts : and that neither of the companies \ ike 
n Which will materially adversely change o1 its proper ISse ‘ 
neial condition and that agreement shall become effective upor 
il by the boards of tl s with 1 requisite \ e of the stoe« 
s of the companies ar quisite regulatory approvals, cons s 
ations have been 
-csolved further that said proposal is based upon the assumption that the 
Washington Water Pow Co, will proceed with utmost diligence to place itselt 
position to consummate the merger and to deliver cash or stocl at the 
Puget stockholders’ election) at the earliest possible date after February 27 
ind upon the understanding that all actions taken by the companies priot 
he final date for performance of the public utility district contract will be 
bject to Puget’s stated intention to live up to its agreement with the public 
itv districts, In the meantime it is contempl ted that Puget will place tself 
position to and will cooperate with the Washington Water Power Co 
g ch preliminary formal action as may be necessary in order to place the 
f nh a position to consummate the merger promptly after February 27 
». However, it is understood that it is essential to this proposal that a 
nite termination date for performance of the public utility district contrac 


e known to the Washington Water Power Co. promptly and that if the termina 
i ; the Washington Water 
er Co, may be forced to discontinue negotiations with respect 


ved further that the officers of the company 


to be extended beyond February 27 





to the merge! 
ire he reby authorized and 
ected, in its name and behalf, to do and perform any and all such aets and 


ngs as in their 





ginent may be necessary or appropriate to carry out tl 


ie 
Hose of the foregoing resolutions 
t'} is to certify that the foregoing is a true and correct copy of the res 

ed by the board of directors of the Washington Water Power Co. at it ef 
held at 10 o'clock in the forenoon on January 19, 1953 

EK. B. TALKINGTO 
{esistant Ne 
(Dated Jan. 28, 1953) 

>the Stockholders of Puget Sound Powe ad | ht€o 
On Jannary 26, 1953, the Washington Water Power Co. announced that s 

lof directors had approved an offer of merger with Puget Sound Power & 








oO our acknow 


I 
ierger with Puget 


e 


S 


mM 
l 


ar 


to 


your latest merger proposal. 


re 
re 


Yi 


‘ir. ININSEY M. ROBINSON, 
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eceive 1 share of W: 


\ copy of the Washington offer is available 


BURNS, Currif, Ricu & RICE, 
New York, N. Y. 


which the holders of each share of Puget common stock would 
hington common stock or $27 cash. 

» believes this offer is attractive to the Puget 
steps Should be taken toward the consummation of the merge 
upon request. We invite you 


stockholders and 


WILLIAM J. COLLINS, 
Portland, Oreg. 
CHANDLER Hovey, Jr., 
WHITE, WELD & Co., 
New York, N. ¥. 
LAURENCE M. MARKS, 
New York, N. ¥. 
JOHN S. TILNEY, 
New York, N. Y. 


PuGet SouND POWER & LIGHT CoO., 


President, the Washington Water Power Co., 


Spokane 


Drak Mr. Ropinson: T 


, 1953, contains the following sentence: 
“However, 


to be ex 
iv i 


,lease be ; 
1d if so, 
decide in the-light of all the circumstances. 
As stated in our letter of January 23, 1953, 


m—t 


Seattle, Wash., January 27, 1953 


) 


Wash. 


Chis has reference to your letter of January 21, 1953 
edgment of January 23, on the subject of your proposal of a 





It is noted that the resolution adopted by your Board of Directors on January 


it is understood that it is essential to this proposal that a definite 
ination date for performance of the public utility district contract be known 
to the Washington Water Power Co. promptly and that if the termination date 
stended beyond February 27, 1958, the Washington Water Power Co 
be forced to discontinue negotiations with respect to the merger.” 

advised that Puget at this time is unwilling to commit itself not to 
extend the closing date of the PUD purchase agreement beyond February 27, 
3, the date presently fixed. Whether the purchase agreement will be extended 


for how long, are questions which we feel Puget must remain free 


full consideration will be given to 
However, because of the risks involved and the 
complexity of the company’s situation, before Puget can intelligently act with 


spect to a merger it must, among other things, receive and study the independ 
ent merger report which is now being prepared, together with other requested 
information and data, so as to determine if a merger possesses the basic merit 


‘ 


Very truly yours, 


essential to its becoming a reality from the standpoint of stockholders, em 
ovees, and the public. 


FRANK McLAUGHLIN, President. 


BurNs, Currir, Ricu & Rice, 


McLAUGHLIN, 
lent, Puget Sound Power & Light Co., 


January 28, 1953 


oe 


Seattle, Wash.: 


icating that you shall so recommend 
~ MKHTO 


SHOLDERS COMMITTEE FOR Puc 
By FRANCIS Currik, Secretary. 


w of new revised offer to Puget stockholders by 
ould appreciate advice from you as to what steps you plan to 
>in effecting the merger and making available to Puget 
the alternative cash or stock ofier. 
tance by your shareholders 


Washington Watel 
take 
‘t’s stockholders 


We favor immediate action 


and we hope tor a prom} 


SOUND PowrER & LIGHT Co 





BURNS, CURRIE, Rico & RIcE, 
January 29, 19 
MI. Roprnson, Esq. 
Washington Water Power Co 
Spokane, Wash.: 

Meeting of Puget Sound Stockholders Committee arranged New York Cit: 
vy, February 6 at 10 a.m. Would appreciate your attendance to explain and 

juiries about your company’s latest merger offer. Please advise 


FRANCIS CURRIE, Secret 
SPOKANE, WAS annua ty) 7 
T > 
Secretaru, Puget Sound Stockholders Committee, Care Burns, Currie. VW 
¢é Ricl 
our W Jannary 2, [T expect »> bein New ¥ | 1 Friday ‘ na ( 
ible attend v« ieeting A 10 » ‘ ‘ rhie I 
( ne e held 
A. a. $ 
P / } f Vate , ( 
Bt S, CURRI Ri & R 
january ‘) 
VE. Re Ns lus¢ 
f late hey ( (‘Oo 
SN poh ane, Wasl 
eciate your willingness to attend Puget Sound «kholders Committe 
ng India House, Hanover Square, New York Cit l‘ebruary 6, 10 a. m 
FRANCIS CURRIE, 


Necretai 


PUGET SOUND Power & LIGHT Co 


Neattle Wasl Jantary 380. 19 


i ANCIS CURRIE, 
New York, N. ¥ 


DEAR Sirk: I am greatly surprised at your telegram of January 2S beca 


W > t 
st 


t 


dicates you apparently are not informed of current developments which at 


e Since the first of the yvear there have been dis 





atter of public knowledg 
itives of Puget and WWE on the subject of a pe 





ssions between represent: 

e merger and the revised merger proposal is presently being given full and 

‘ul consideration. You should know, however, that before Puget can 

cently with respect to a merger, it must, among other things, receive and 

ly the independent merger report which is now being prepared, togethe 
h other requested information and data not yet available 


merger is not a unilateral proposition and we have the detinite responsibilit 


ivance and protect the welfare of Puvet stockholders. Puget has a bind- 
purchase agreement with five districts which presently has a closing date of 
y 27, 19538, and it is not proposed by overt act to breach this contrac 
ch as it is believed that your “committee” represents WWY interests 
her than Puget, we respectfully request that vou furnish us the follo 


mation: 


List showing name, address, occupation, and business connections 
iber of committee 
~. Number of shares of Puget « on Stan eld by each member of 
10 
> umber and description shares of WWE sto é by mber 
nittee 
t. Number of shares of Puget common for which committee has authori I 
m the holders thereof, including name, address, and number of shares of eat 


ch holder. 
Names of the persons, firms, or corporations by whom the expenses of youl 
ttee will be borne, directly or indirectly. 
Very truly yours, 
FRANK McLAUGHLIN, President 
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JANUARY 31, 1953 
Mr. FrANK MCLAUGHLIN, 
President, Puget Sound Power & Light Co.., 
Seattle, Wash 
Drar Mr. MCLAUGHLIN: This will acknowledge receipt of your letters of Jax 
uary 23 and January 27, 1953, relative to the proposed offer to work out a merger 
agreement between the Puget and Washington companies, submitted in my let 


As you pointed out in your letter of January 27, the resolution of the board of 





direct f the Washington company contained the following sentence 
ee evel is understood that it is essential to this prop sal that a defin 
termi! n date f performance of the public utility district contract kno 
to the W ngton Water Power Co. promptly and that if the termination da 
led beyond February 27, 19535, the Washington Water Power C 
may he ed to discontinue negotiations with respect to the merger.” 
sil \ LaLVISe nh vou letter of January 27 that Pucet is un illing to « 
mit self to this important condition of the Washington offer, we have to eo 
sider that offer in abeyance until such time as the matter can be brought before 
the Washington board for further consideration. This will be done at the eartis 
po eC ¢ ¢ 
Ver 11) rs 
THE WASHINGTON WATER POWER Co 
By K. M. R., President 
Burns, Blake & RIcn, 
Boston, Mass., February 2, 195 
STONE & WEBSTER SERVICE Corp., 
Boston, Vase. 
GENTLEMEN: In connection with the merger offer of Washington Water Powe 
Co. now under considera 





tion by the board of directors of Puget Sound Power & 
Light Co., it is essential that the undersigned have a list of the stoockholders of 
Puget Sound Power & Light Co. with whom they desire to communicate. Demand 
is therefore made upon you as transfer agent of the corporation in accordance 
with General Laws, Chapter 155, Section 22 to furnish us, at our expense, a copy 
of the current stockholder list. 

JOHN S. TILNeEY, 

WILLIAM J. COLLINS, 

MicHAEL AUGENSTERN;: Shareholders, 

Stockholders Committee for Puget Sound Power & Light Co. 


By their attorneys: 
Burns, BLAKE & RIcH. 


STOCKHOLDERS COMMITTEE FOR PUGET SOUND POWER & LIGHT Co., 
New York Cry, February 18, 1953. 
To Stockholders of Puget Sound Power & Light Co.: 

The meeting of stockholders called by the committee on February 6, 1958, was 
attended by over 50 persons, who were the owners or representatives of more thar 
600,000 shares of Puget Sound stock. Approximately 35 other persons, the extent 
of whose holdings are unknown, were unable to attend the meeting but wrote in 
expressing their support of the objectives of the committee. 

Mr. Robinson, president of Washington Water Power Co., described his com 
pany’s merger proposal of January 19, 1958, under which stockholders of Puget 
would be entitled to receive, in the event of a merger, either one share of WWP 
common or $27 in cash for each share of Puget common. He stated that he had 
received assurances from banks that funds would be available to finance this 
proposal, but that in order to firm up such assurances WWP must enter into an 
agreement and become obligated for a commitment fee in the near future. This 
circumstance, and other decisions facing WWP, make it imperative that a definite 
eonclusion on the merger be reached without delay. This would be impossible 
if Puget should extend without some qualification its contract with the publi 
utility districts, which now expires on February 27, 1953. Since the present 


management of Puget is unwilling to bind itself not to extend this expiration 
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he PUD contras Mr. Robi n felt hece I ! e WWI erge 
eyance ul his directors could nside he er fu ‘ 
February 6, 1958, the WWP dire S me ! f Mr. R 
resolve resubmit the merger offe Pug ‘ 26 ) 
t Puget had not renewed the PUD ! { der s S 
peedy completion of merger negotiations ; consummation of t ‘ 
Puget and WWP would be threatened. Any s iad il tice GN 
nroposal would be subject to the n fication (ré ested | rhurmbs 
olders) th he te f tl ? ! ‘ 
| tock] lers desiring such exchange ( ol 
e tax purposes 
4 ition of WWP’s propos \ ‘ 
| ers and their representatives press ‘ or 
er It was the sense f this mer ng tl Pug ‘ 
( hemsel\ na sing the Puge ee] ‘ 
eg tions g I ( thi delay I ( 
rht | i ro] ‘ » further the Pug 
eC | ree 
nittee re} ts that it had n ea formal de ! nthe] mil! 
tuin a lis <] sj ided 
nd was not met in a reasonable time suit for this } \ 
the Massachusetts courts. At a he Lig 1 De I v if 
Puget management was ordered to file its ar r by Fel { nad 
g will be held on March 2. Unless some progress in the merger ne 
has been made by that date, it may become nece f he cou ttee 
t proxies for the election of a more cooperative 
Very truly yours 
Fy Is Ct S 
1 4 
Ss . 2 & Licgur Co 
WV i 
SIRS Referen is made to the pur ‘hase agreement dated Sept er 10, 
een Puget Sound Power & Light Co. and the Publie Utility listricts 
f Chelan, Kitsap, Jefferson, Skagit, Snohomish, and Thurston Counties, 
| by said districts on September 10, 1952, and by your « ipany on No- 
6, 1952 
e 4 of the purchase acreement provides that the « ing ite Ss ] t* e 
after the date of execution of the pure] ase reement ! our cou 


nd that such closing shall take place at Seattle First National Bank at 
Wash., commencing at 9 a. m. on the closing date but that by mutual 








ment between your company and the undersigned, as fiscal agent of the 
ts, the closing date may be advanced or postponed, and the place for such 
may be changed. On November 12, 1952, the ¢! ng dat vas by mutual 
ment postponed to November 28, 1952, and thereafter on Novel r 26, 1952 
ing date was by mutual agreement postponed to February 19D 
nt to the foregoing provision of said purchase agre el he der 
‘ h fiscal agent of the districts, hereby ee h Ny ! ‘ 
hour of 9 a. m. at the Seattle First National Bank in the cit fS le 
the s = t ind the place or such Su oT! ) I i 
{ d Power & Lig Oo hal if al brine L ane I J 
>», be free to negotiate i merger with the Washington Water Power 
1 t if Washinzton Water Power Co. s lL he « 


fa merger with 
ed prior to July 31, 1953, the said purchase agreement shall thereupon be 
tically terminated and all rights and obliga 


g provisions for a closing on July 31, 1953 
} 


Cc 
ittle First National Bank in the city of Seattle, shall be of no force 





‘signature in the space provided therefor at the end of this letter will evi- 
ur agreement to the foregoing. 
Very truly yours, 

Guy C. MYER 


Fiscal Agent for Said Dist 


PuacET SounpD Power & Liautr Co 
By FraANK McLAUGHLIN, 
President 
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FEBRUARY 20, 195 
M [ INNES, ‘ 
Vew York. N.) | 

I) Mr. MacInNnes: There is transmitted herewith a suggested revision 
the te s of the proposed merger between Washington Water Power Co. at 
Pucet Sound Power & Light Co | 

This is merely an outline of terms which we are presenting as a startir 

| . We hope thi Frank MeLaughlin and yourselves w 


cousider it carefully and give us your suggestions from the point of view of 
Puce is applied to the plan and we welcome any comments you may care t 
make 

This plan was developed in our own office after consultation with our couns: 
Messrs. Sullivan and Cromwell, as to the tax questions and other legal questions 
uvolved. We have also consulted with members of Ebasco Services staff fi 
figures and, Messrs. Reid and Priest, their attorneys. Representatives of Was! 
ington Water Power Co. have also received copies of this plan. 

We are making a further study as to the exact corporate steps which mu 
be taken for the purpose of making sure there were no serious obstacles to the 


practical application of the plan. As you know, we are exploring the possiblk 


methods of effecting such a merger (1) to solicit assents at the stockholders 
meeting called to approve the merger which counsel believe may eliminate 1} 
need to register the new preferred; or (2) secure stockholders’ approval of 
plan first with a later solicitation of deposit of securities. The first procednu 


would shorten the period required to effect the merger by 30 to 60 days and is wel 
worth working Ror. 

lease be assured of our willingness to cooperate in every way to bring about 
hich will be acceptable to all parties concerned. Kindly for 
rd a copy of this letter to Mr. Frank McLaughlin. 

Cordially yours 


al itl ime ent 


ALFRED FE. BorRNEMAN 


Fr eBRUARY 26, 1955 
Memo to Messrs. Nye, Perry, Potter. 


WASHINTON WATER POWER Co. 


At Bill Staplin’s suggestion, I talked today with Kinsey Robinson, who is 
presently in New York. Mr. Robinson said he expects to be in touch with us 
about next Wednesday by which time it is possible that merger negotiations 
being conducted with Puget Sound Power & Light may be underway. 

There will be two solicitations. Mr. Robinson feels that the best solicitation 
organization should handle the Puget Sound because there is the selling job. I 
told him we would be interested in doing both and he thought that possibly 
might be better. In any event he will be glad to consider our proposal. 

Incidentally Robinson understands McLaughlin will be in New York tomorrow 


JTV [Von Der Herne] 


FEBRUARY 27, 1953. 
Mr. J. J. HASFURTHER, 
Spokane Office. 

Dear JAcK: We have never heard anything at all from Kinsey Robinson or 
from Parrott on the subject that we were discussing a few weeks ago. As Roy 
doubtless told you, he had a telephone call from Delzell to the effect that ws 
ertainly would not be slighted in anything that was going to be done. He still 
doesn’t say that we are going to be manager of anything. Having said our say 
ind nothing more than this happens, I don’t know quite what to do. Incidentally, 
I have understood that Robinson and McLaughlin have a meeting scheduled today 
to discuss the situation, which, I believe, is the first that has occurred. 

Sincerely yours, 
Stewart §. HAWES 





t GILMAN, 
rridges Hotel, Londo 
iv plan tentatively accepted Puget, Washington Hicklewaite-Payne pre 
ng necessary papers. Would appreciate your suggestion our fee. We have 
i 


better without you. Glad you are there 


Abraham « Co 


PuGET SOUND-WASHINGTON WATER 


neeting was held here this morning, which was attended b 
Kinsey Robinson, of Washington Water Power 
Bill Parrott, of Ebasco Services ; 
Walter Gruber, of Union Securities ; 
Herbert Allen, of Allen & Co. ; and 
Messrs. J. Bleibtreu, Sr., S. R. Winters, George Hayman, of Abraham & ¢ 


Mr. Robinson outlined briefly the situation as it stands up to the moment. He 
not yet had personal contact with Mr. McLaughlin, but hopes that this will 
spire in the near future. 

Meanwhile, the attorneys for Puget and Washington are actively negotiati1 

side from specific terms. Mr. Robinson is quite pleased with the excellent 

progress made thus far 

The terms proposed by Puget, which Mr. Robinson believes actually are the 

gzestions of Stone Webster and Kidder Peabody, would provide for each share 

Puget to be exchanged for 

(a) One share Washington Water Power $1.32 convertible preference, eacl 
share to be initially convertible into ten-eleventh share of Washington 
mmon 

») One share of Washington Water common. 

ec) One-half share each of Washington convertible preferred and common 
/) S27 cash to the maximum amount permitted by Internal Revenue to 
make this a tax-free merger. 

It was stated that in order to avoid any capital-gains tax on the part of 
Washington there could be no underwriting. 

Mr. Robinson believes the $1.32 dividend rate on the proposed preferred to be 
too high, but likewise believes that since the proposed merger to be so advanta 
geous to both Washington and Puget stockholders, that no small items should 

: owed to stand in the way. He apparently feels that some obstacles which 


} 


greater than that at the moment, include the problem of taking care of 
Puget’s attorneys and various of Puget officers. Some of these had ex lent 
tracts for future pay or severance, under the PUD deal 


It was suggested by Allen and seconded by Gruber, that these latter items were 
ctually of minor importance—the important thing was to get the merger terms 
esolved and, in particular, to do so with a minimum dilution of the Washington 
hares. They suggested a straight preferred stock carrying a nondetachable war- 

nt, exercisable for a limited number of years, but not exercisable for the 


This seemed to meet with gener: il approval except fi he reaction of Messrs 
Robinson and Parrott, who felt that it might be very difficult to sell such an idea 
to MeLaughlin. 

It was then generally agreed that it might also be difficult to sell such an idea 

s advisers, namely Stone Webster, but a meeting was to be arranged by 
Le s. Allen and Gruber, who would confer with the proper Stone Webster 


official, with an atte mpt to put the straight preferred, plus warrant idea, across. 


Mr. Allen expressed embarrassment at seeing the names of the “Johnny come 

telies,” namely Stone Webster and Kidder Peabody, mentioned in the press, 

vhereas we had all been in this picture for 3 years and had worked diligently 

toward consummation of the proposal. Mr. Bleibtreu mentioned the fact that 

McLaughlin had only yesterday volunteered that the turning point was the 
him in Seattle by Winters last December. 
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Mr. Robinson thet licated that he understood all this and that Stone Webster- 
Kidder Peabody had arrived on the scene at Puget’s behest and that he, Robin- 


0 ertainly see to it that the services of our group would be recognized 
wd our il ( protected. 
Upon le ing, Mr. Robinson stated we should know much more over the next 
day or tv it he would keep us intimately posted—and suggested another 
eeting in the ear future 


SRW [WINTERS] 


Pucer Sounp Power & LIGHT Co., 
Seattle, Wash., March 31, 1953. 


Mr. Bi Bb. EHRLICHMAN, 
pP ident, United National Corp., Seattle Wash. 


D B On my return from the East I was happy to find on my desk your 
most « f etter of March 9, 19538 

| eS e no end that you should regard our 1952 stockholders report so 
favorably, because you are one whose opinion I greatly value. This report ap 
Dp to have g the bell because I have received numerous comments in 


Krom the expressions I have received, stockholders seem to be well pleased 


I 
th the merger terms as finally worked out between the managements of the 
wo comp es. Neither of Washington’s previous merger proposals contained 
terms which were valid, adequate, or workable. It took Kidder Peabody to come 
up with a program which had basic merit and gave us something realistic to work 
on Anvhow, we have satisfied in large measure our objective in giving Puget 


stockholders the opportunity to get their money out, around $27 per share 
under recent market conditions. One fellow in New York told me he sold some 
Puget at 27 Looking back a few years this seems like a miracle. 

We certainly do appreciate what you and your associates have done to be 
helpful to us, and rest assured we will call upon you for assistance as develop- 
ments may make desirable as the future unfolds. 

I want you know that I personally very much appreciate your splendid 
letter, and with kindest regards to Stan, Harold, and your good self, I am 





FRANK McLAvuGHLIN, President. 


P. S—I am attaching hereto copy of statement which I made at the annual 
ogether with basic terms of the proposed merger. 





APRIL 9, 1953. 


PuGET SoUND-WASHINGTON WATER 


Ben Dewey of Reid & Priest and Bill Parrott of Ehbasco Services talked to me 
today about our suggested economies in having one solicitation organization 
handle both jobs. 

On the basis of doing both jobs and getting an SS percent affirmative vote in 
each case, I gave them the figure of $15,000, divided any way they wish, but 
indicating $7,500 for each job, which could be expressed $2,500, plus estimated 
expenses of $5,000. Should we be asked to handle either meeting separately, 
there would be an increase in our figure of from $1,000 to $1,500. 

There are 12,000 Pudget stockholders and 20,000 Washington stockholders. <A 
two-thirds vote will be required in each case. 

J.T. V. [Von Der HEIDE] 





APRIL 25, 1953. 
Memo to Messrs Nye, Perry, Potter. 


WASHINGTON WATER-PUGET 


I spent some time with Kinsey Robinson late Friday afternoon. 

The cooperation of McLaughlin may be easing slightly. Robinson is guarding 
against any possible risks. Before engaging us, he telephoned McLaughlin and 
asked him whether his plans to have us solicit the Washington stockholders 
would conflict in any way with his ideas about solicitation of Puget stockholders. 


eS 
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Robinson did not want to employ us if McLaughlin was going t se that as ar 
se for not employing us. McLaughlin told Robinson that our solicitation 
e Washington stockholders would make no difference to him but he thought 





would need no help in the solicitation of their stockholders. He 
dded, however, that if they did need help they would get Georgeson regardless of 
whether or not Washington had us 








Since Washington now has the commitments with the underwriters, he does 
vant to take any chances on the question ol Pudget hav ng the necessary 
ds vote He asked me whether we could solicit the Puget stockholders 
r Washington Power in the event Puget decided not to employ us 
While we do not have the names, I told Robinson we could handle the brokers 
} k nominees through our customary searcl if it came t howdown 
Washington had al y compune tion about em] loving us we ¢ 1 work 
e Currie committee. Robinson thought the committee might get o a tter 
nvway, but as far as he was concerned he wanted us to be ¢ ged ike 
¢ bsol ly certain 
Puge s not listed on any exchange but there will be re stration tement 
ew of The registration s ement w | k ! 
a 
| mail about June 1 for spe ial meetings J 
the PUD’s runs out July 30 I aske whether or ne 
x ind Robinson’s answer was that it was a miracle that 
tl} 
There had been some talk earlier about our havi 1] Sp e, and I 
had ad ed them that this would be a waste of time: 1 money R nso rrees 
but will consider whether or not to have me go up and see McLaug n 
e I am in Los Angeles. I told him I would go if necessary and he though 


t might be a good idea. 
tobinson will be in New York during the coming week and I am to check with 
him on Wednesday. 


Mr. KINSEY M. ROBINSON, 
P) ent. the Washington Water Power ¢ 
Spokane, Wash 


Drar Mr. Ropinson: We are transmitting herewith for your consider 


{ it 1 on a 
( linarv draft of our proposal for organizing a deal i rer group to pro- 
the successful consummation of the merger of the Washington Water 

I er Ce nd the Puget Sound Power & Light Co. 
This draft is subject to change and is not in tl for) f an agreement but it 


represents our recommendation as to the method which should be employed to 





Lieve a maximum effort on tl dealers to solic the necessary favorable 
votes nnacco! panied by request 
Subject to changes which are mutually agreed upon we will be glad to 


xecute an agreement embodying these general terms without delay 


Very truly yours, 


Preliminary 


PROPOSAL FOR DEALER-MANAGER GROUP WASHINGTON WATER Pow! Co PUGET 
SouND Power & LIGHT’ Co. MERGER 


Kidder Peabody & Co., and Blyth & Co., Inec., hereinafter referred to as the 
managers, would agree to organize and manage a nationwide group of securi 
lealers, to be referred to as participating dealers, and including themselves, to 
solicit proxies of Puget Sound Power & Light Co., stockholders voted in favor 

the merger and not accompanied by an election to take cash. 

All members of the National Association of Security Dealers would be eligible 
to act as participating dealers and receive compensation for soliciting favorable 
votes on the merger subject to the terms and conditions below. 
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EXCHANGE OFFER 


The merger agreement provides that each share of common stock of Pug: 
outstanding on the effective date of the merger agreement (except the share 
of holders who elect to receive cash for their shares at the rate of $27 px 
share by deposit ot stocks so elected before the stockholders meeting ) will be 
automatically converted om such date into one-half share of the (new) $1.28 
cumulative convertible preferred stock and one-half share of the common stock 
of the surviving corporation. 


if 
l 


BASIS OF COMPENSATION 


Subject to the successful consummation of the merger, the Washington Wate 


Power Co, (the surviving corporation) would agree to pay licensed dealers o 
brokers who are members of the National Association of Security Dealers, In 
a fee of 25 cents per share on Puget Sound Power & Light Co., common stocl 
converted as a result of the solicitation of favorable votes for the merger by 


such brokers or dealers with the following exceptions: 

1. A minimum fee of $5 would be paid for the solicitation of all stock owne 
of record or beneficially by a single stockholder. 

2. A maximum fee of $250 would be paid for the solicitation of all stock own: 
of record or beneficially by a single stockholder. 

For the purposes of 1 and 2 above, any bank, broker, custodian or othe 
nominee who holds shares for more than one beneficial owner shall be treated as 
a separate holder with respect to each such beneficial owner. 

3. No fee would be paid for solicitation of a favorable vote on stock which is 
later deposited with an election to take cash. 

It is proposed that the Puget proxy forms contain space where there can be 
marked the name of the dealer entitled to payment of the soliciting fee. Fees 
would be paid, except as stated above, only in case of proxies so marked or, in 
case of proxies not so marked, where it is established to the satisfaction of the 
Washington management that a soliciting dealer is entitled to payment of ths 
soliciting fee 

In addition to fees earned by them as participating dealers, Washington Water 
Power Co., would pay to the nranagers jointly a fee of 5 cents per share of Puget 
stock solicited by participating dealers upon which fees have been paid to such 
participating dealers. 

Regardless of the consummation of the merger, Washington Water Power Co., 
would agree to reimburse the managers for out-of-pocket expenses (including 
counsel's fees) approved by the management of the surviving company. 


METHOD OF SOLICITATION 


It is proposed that proxy material, prospectuses and such other material as can 


the dealer-manager on favorable votes as received. The Puget Sound Power & 
Light Co., would also be asked to report periodically to the managers with refe1 
ence to proxies obtained. 

The managers agree to organize and hold a series of informational meetings i 


New York, Boston, Philadelphia, Chicago, Spokane, Seattle, Portland, San Fran- 


cisco, and other cities as deemed needed and approved by Washington manage 
ment. These meetings would be held primarily for dealers. 


The objective of the informational meetings would be to bring to the attention 
of the dealers and other interested parties as may be appropriate the following 


main points: 

1. The advantage of the merger to security holders of both companies. 

2. Advantages to Puget holders from a tax point of view of exchange of stock as 

vainst an election to take cash to avoid a capital-gain tax liability 

Attractiveness of the new convertible preferred stock as a long-term invest 
ment of high quality 
Kipper, Pearopy & Co. and Birytru & Co., Ini 
May 8, 1953 


be prepared from information contained in the prospectus be sent to a list of 
approximately 600 dealers and that all dealers be required to report periodically to 


STUDY OF THE ANTITRUST LAWS $3 6 


Messrs Nve. Pe! ry, Potter 
WASHINGTON WATER—PUGET SOUND 


uggested by Mr. Robinson, I talked with him again today by telephone 
e Washington hearings have been put off until June 15. Robinson feels that 
r counsel presented an excellent case and that approval of the Washington 


ission is assured. 


ielav is due to the position taken by counsel for the PUD’s. Originally 

( mission set June & for continuation of the hearing and then moved the 

te down a week when it discovered that the Grange was having its meeting 
ring the earlier week. 

he uld go ahead and call the meetings to vote upon the merger subject t 

val of the Washington Commission but McLaughlin indicated last week 


Ss preference was to have the commission's decision first 
Robinson is advising McLaughlin today that the Puget meeting must be held 
later than July 13 and will let us know as soon as a decision is reached by 


MeLaughlin, which Robinson indicated would be within the next 24 hours or so 
I told Robinson we were thinking of adding $5,000 to the costs of the Puget 


solicitation because of the changes that have taken place since we arrived at our 
figure of $15,000 for both jobs Robinson said he would not object but 


ught that we should not charge all the extra to Puget but rather apportion it 
etween the two companies 
J.T. V. [Von Der Herp 


LAURENCE M. Marks & Co., 
New York, N. Y., June 29, 1953 


Ir. Kinsey Robinson, president of the Washington Water Power Co., spent the 


ning in our office recently to post us on the latest developments regarding the 
posed merger of his company and the Puget Sound Power & Light Co. Mr. 


Robinson’s thorough knowledge of power conditions in the Pacific Northwest was 
mpressive and his confidence that the merger would be consummated con 

med our feelings along these lines 
In regard to the Washington Witer Power Co., Mr. Robinson covered the fol 

wing points: 
1953 earnings would amount to $1.78 per share. Tax savings due to accel 
nortization would add $0.90 per share to this figure 

b) The Washington Water Power system would display a great deal of sta 


f 


n earnings when and if 





a general downturn in business material 








( ce area due to a high percentage of domestic customer wel 
ersified load. 
\ 65-percent debt and 35-percent common equity ratio was considered a 
itio for the « 
Ln S5- to 90-per t of earnings is a company ] y Mr. Robinson 
ted that a similarly high payout policy would be pursued after the merger 
In regard to the merger of the two companies the following points were made: 


The merger would ultimately be consummated, it was felt, although the 
ol dateline will have to be extended. The possibility that the merger would 
<o through by early fall seems to be a reasonable expectation 

6b) The possibility that the PUD’s would be able to bid successf 
et properties was very slim because— 
1. In order to meet their July 31 dateline, the PUD’s are obliged to make 
ash payment of over $100,000,000 by 9a. m. Jul | 
2. The PUD’s were unsuccessful 3 months ago in their attempt to raise 
necessary capital to purchase the Puget Sound prope 


Since the PUD’s could not sell bonds on a 4-percent-yield basis 3 mon 
t would seem that they would have to offer at least 4144 percent for mone 
ow. which of course has the effect of 1 wering the alre low “coverage’ 
eir prop sed issue, thereby making the issne eve) eSs ati LcTLVeE than 
b re, 
rd, Bacon & Davis have been retained by the State of Washing 
es Commission to make an independent study of the ] pos 
g Because he xhaustive job it this en ering fir doing 
3 me sary to postpone that heari until July 6 1 on August 10 it 





xpected that the Washington commission will hand dov 
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inson feels very strongly that this decision will favor a merger because the inde- 
pendent study will reveal the many economic and operating advantages of the 
merger. It was also pointed out that the independent study will bring out many 
points that illustrate the benefits that would accrue to Puget Sound customers 
and which could only be emphasized by a third party because of the implications 
regarding the present management of the Puget Sound system. 

(d) After the Washington Commission hands down its decision and the stock 
holders vote, then the FPC will render its decision. The FPC decision will be 
on the basis of whether or not the merger is “compatible” with the public interest 
and no difficulty is expected here. 

(e) The price which Washington Water Power is offering Puget stockholders 
for their stock is very close to depreciated original cost and, in the opinion of 
Mr. Robinson, represents a wonderful “bargain.” When questioned as to whether 
this did not work to the detriment of Puget holders, Mr. Robinson made the point 
that only if Puget stockholders elect to take cash will they suffer, since if they 
decide to take Washington stock they, too, can participate in the increased earn 
ings that will be enjoyed by the new company. Jecause of this greatly increased 
earnings capacity of the merged company, Mr. Robinson felt that the necessary 
number of Puget Sound Power & Light stockholders would favor the merger and 
exchange stock even if the common stock of Washington Water Power was still 
selling around the 26 level. This opinion was not just a casual estimation, but 
the result of careful study. 

(f) Mr. Robinson was very optimistic on the earnings potential of the merged 
companies because of the following: 

1. The operating economics that will be made possible by an integrated 
system. 

”. The more aggressive sales promotion in the Puget Sound service area. 

3. More efficient operation of Puget Sound properties. In this conneec- 
tion, the following comparison is of interest: Washington Water Power 
now employs 1,100 people to conduct operations, which result in gross reve- 
nues of $25 million, while Puget Sound has a payroll of 1,600 and has sales 
of about $20 million. One of the primary reasons for the relatively poor 
showing of Puget Sound’s operating record is due to the fact that Mr. M« 
Laughlin, its president, has been more interested in liquidating than operat 
ing the company for the past 5 years: and when efforts are again directed 
toward efficient operation of the property, increased profits seem assured 

(g) Mr. Robinson was of the opinion that earnings and dividends of the com 
bined companies would probably result in a price of $40 per share in the future 


Dwient F. FAULKNER. 


Cart M. LoEn, RHOADES & Co., 
New York, N. Y., June 29, 1958. 


PUGET SOUND-WASHINGTON WATER POWER 
Notes of talk with President Kinsey Robinson of Washington Water Power 


Merger proceedings before the Washington State Commission have been slow, 
possibly because the commission decided to obtain a special report from Ford, 
Bacon & Davis and to put them on the stand. He is optimistic that this report will 
be favorable. Hearings are being resumed shortly at Seattle and should be 
finished by July 22. A favorable decision is expected around August 10. 

They are, of course, overrunning the original July 30 merger deadline, but 
think that Puget Sound and the bankers will give them the necessary extensions 
of time. Puget has agreed to extend the time if there is “no suit with substance.” 
A PUD suit, if it were to involve a stay, would require a substantial bond which 
he did not think the PUD’s are in position to furnish. 

They are applying today to the FPC for permission to begin hearings August 8, 
and these are expected to last only about a week. However, the FPC will not 
issue a definite order until after stockholders have acted. The present intention 
is to arrange for stockholders’ meetings on the same date, about 45 days after the 
decision by the Washington Commission, which might make it around September 
15-20. Issuance of the FPC order would then complete the necessary procedure, 
I understand. Recent developments have, he thinks, strengthened their case, 
such as the appointment of Kuykendall (who he says favors the merger) and the 
recent defeat of the master of the grange, who has been one of their principal 


co 


] 
] 
i 
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nponents. The case against the PUD financing was also strengthened by the 
Moody analysis, which showed that certain of the Puget properties would be 
onded by the PUD’s at an estimated ratio to historical cost of about 340 percent. 
Moody rated the proposed PUD bond issue only Ba. 

Regarding future economies resulting from the merger, he said that tie-in of 
the two hydroplants would increase firm power by about 50,000 kilowatts which 
ould be worth about $1 million a year; Puget’s hydro depends on rainfall while 
Washington’s comes from melting snow and is much steadier. He also estimated 
‘tential operating savings over a 3-year period of $1 million a year, by gradually 
educing the labor force through a nonreplacement policy. He thinks that Puget 
is substantially overstaffed, with about 1,500 employees compared with Wash- 
ton’s 1,100. 





Regarding expansion, they are doing some diamond drilling around Noxon 
Rapids to see whether a 850,000-kilowatt hydroplant is feasible. Puget also 
could add two 255,000-hydro units for about $18 million. Puget now has a good 


80,000-kilowatt steam plant, but another big steam plant on the west coast would 

e advisable. He estimates that normal growth will require additions of 700,000 
kilowatts by 1963, at a cost of $210 million; the 2 companies now have 850,000. 
He considers this estimate very conservative. They plan to issue bonds for any 
mmediate expansion over the near-term future. 

Regarding the proportion of Puget stockholders which may want cash in the 
merger, he thinks this will be low, because many who formerly held the old pre- 
ferred stock of Puget have large profits and would therefore prefer to take stock 
even at a slight discount below $27, in preference to paying an estimated $3.60 
capital gains tax. Thus he thinks only 25 percent would want cash if the price 
were around 25% (it is now 2644). 

He said that it is now generally realized that the PUD's are very inefficient. 


They can only pay a maximum salary of about $9,000 and they are so small it is 


difficult for them to tie in efficiently with such a big producer as Bonneville. 
O. E. 


CARL M. Loer, RHOADES & Co., 
New York, N. Y., July 3, 1958. 
WASHINGTON WATER POWER-PUGET SOUND PowWER & LIGHT 


Notes of talk with Mr. W. C. Gilman, June 

Mr Gliman thought they might be able to complete the merger in September 
if everything moves smoothly. However, there is the possib**ity that Guy Myers 
might arrange for the PUD’s to bring suit again in the superior court, which 
decision could be appealed and this might mean a delay of several months. So 
far as the Washington State commission is concerned he thinks that the Gov- 
ernor has suggested they decide the matter “in the public interest,” and he is 
optimistic that an order will be forthcoming in August after the Ford, Bacon & 
Davis experts have been heard. (Cross-examination will be completed shortly, 
he said, and then the commission will make its own presentation, including the 
Ford, Bacon & Davis report.) The merger will make possible considerable sav- 
ings as Puget, as a result of the sales of property in the last few years, is over- 
staffed. While after the merger Washington Water Power will not affect large- 
scale dismissals, positions that become vacant will not be refilled, ete. 

Regarding depreciation rates, Washington has straight-line depreciation while 
Puget has a 6 percent compound interest plan and the rate may have to be lifted 
a little. 

Washington Water Power is earning about 6 percent on an original cost rate 
base, including working capital. 

They think natural gas will help industry considerably when it comes into 
the Northwest, and hence favor it despite any competitive effects it may have on 
sales of electricity for house heating, water heating, etc. This is traditionally 
an area of high fuel costs and any lowering of such costs should accelerate its 
industrialization. An indication of the growth prospects of this area is that the 
combined company hopes to add more than 700,000 kilowatts additional load by 
1963. It should be remembered that Puget in the last 20 years did not raise any 
money and did not add new capacity. 

Regarding the condemnation proceedings which might be reopened against 
Puget Sound if the merger fails, there has been only one small actual condemna- 
tion award in the past—the various other sales by Puget to the PUD’s have been 
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er ted basis after presentation of evidence as to reproduction costs 
market value, earning power, Severance damages, ete.; all sales have been in 
excess of reproduction cost (less depreciation ) For example the Stevens County 
PUD paid $2.5 million for property with a net original cost of $1 million. Re 
zarding the outlook for condemnation suits, he pointed out that Whatcom and 
Kitsap County PUD’s have withdrawn from the joint purchase plan. He thinks 
so that the PUD’s would have trouble financing purchases 
Regarding the early history of the PUD’s, he said that the Bone bill passed by 
» legislature in the 1930's allowed any local group of electors to create a PUD 
ery easily, and the PUD acquired arbitrary powers to buy and sell utility prop 


(>t ‘or the PUD campaign to buy Puget are the fees Mr 
\ ud the former policies of Dr. Raver, head of Bonneville 
However, the f e of Pacifie P. & L. and Washington W. P. to go to the PUD’ 
to t with tl ele on trend since last fall. have tended to offset the former 
pressure toward public power. 
I rime e: Bonneville gave the PUD’s every possible encouragement by 
} er available the PUD’s could possibly use, by giving them the best 
contract power where others could get only interruptible power—hby estab 


lishing development rates for the PUD’s, ete. 
The merger requires a two-thirds vote by the stockholders of both companies 
Regarding future capital structure, the management of Washington Water 


Power considers a GO percent debt ratio satisfactory. After the merger he thinks 
that the common stock eqt ity might be maintained in the neighborhood of 30-85 
reent. On a pro forma merger basis, capital structure approximates 39 per 
ent ortgace debt, 24 percent other debt, 10 percent convertible preferred and 
7 ent imon. After conversion of the preferred the equity ratio is 37 
perce 1 


He thinks that because of the $13 million accelerated amortization to be re 
| 26 million a vear) that the Washington management will favor 
dividend payout around 90 percent of the earnings after setting aside the 


inl sur] Ss re rve equivalent to the tax savings under accelerated amorti 





for any further increase in the Puget Sound dividend this 
1 $1.80 earnings for 1953 are “padded,” since Puget’s higher 
ting costs of 1952 are being reimbursed by a rate surcharge this year. 

O. E. 


JULY 7, 1953 


Memorandum to Messrs. Leib, Shurtleff, Hawes, Maxwell, Hasfurther, Schlosser 
WASHINGTON WATER POWER-PUGET SOUND MERGER 


This morning I spoke on the telephone with Mr. L. C. Peterman of Ford, 
Bacon & Davis in connection with his request made on June 16 to Ed Maxwell 
that, if our judgment warranted, we (a) write a letter to Ford, Bacon & Davis 
as a leading underwriter and distributor of utility securities pointing ont the 
advantage to consumers and stockholders of the Washington Water Power-Puget 
merger, and (b) we be prepared to testify in the matter before the Washington 
Publie Service Commission. 

Mr. Peterman stated that he had just returned to New York and had intended 
to callus. He said their thoughts had changed since he had spoken to Maxwell 
and they were withdrawing their request that we submit a letter along the lines 
of (a) above since they have been asked in submitting their report to follow the 
rules of evidence and a letter such as he had suggested would have no probative 
value He stated further that considerable opposition to the merger has devel 
oped and since Ford, Bacon & Davis have been employed by the Washington 
Commission they must be careful to maintain a nonpartisan attitude althongh he 
did say their report, which apparently is in the final stage of preparation, will 
be favorable to the merger. 

Peterman volunteered the opinion that no financial firm of our stature was 
participating in the hearings and expressed the opinion that the company (WWP) 

king a nistake in not attempting to enlist our services 
P icon & Davis will send us a copy of their report 
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CarL M. Loes, RHOADES & Co., 
New York, July 15, 1953. 
Mr. Georce G. WALKER, 
Electric Bond & Share Corp., 
New York City. 

DrAR Grorce: I thought you might be interested in the enclosed copies of 
letters to McLaughlin, of Puget Sound, and Robinson, of Washington Wate: 
Power. We should much like to see the merger go through and we should be 
very glad to assist in bringing it about. The next time Kinsey Robinson is in 
New York I should like the opportunity to meet him. 

With best regards, 

Sincerely, 


ARMAND G. ERpF. 


Cart M. Lorn, RHOADES & Co., 
Vew York, N. Y., July 15, 1958. 
Mr. FRANK MCLAUGHLIN, 
President, Puget Sound Power & Light Co., 
Seattle, Wash. 

Dear Mr. McLAUGHLIN: 1 estimate that we represent over 60,000 shares 
of Puget Sound Power & Light Co., somewhat less than half of which is in our 
name and the rest in the names of customers and nominees of friends of ours here 
and abroad. The bulk of these shares were bought on our recommendation. It is 
our view that the concept of merging Puget and Washington is constructive, will 
lead to the establishment of a great private company to the benefit of the North- 
west, and to the long-term welfare of the stockholder. 

We have been informed that the management of Puget is now playing a passive 
role incident to the merger proceedings. We are not directly cognizant of the 
conduct of matters incident to the hearings but we feel it incumbent in all candor 
to state our position, that we are in favor of the merger and we expect the man- 
agement and directors who have acquiesced to the merger to pursue it faithfully 
as a corporate undertaking. 

We should much like to have an expression of your views. 

Yours sincerely, 
ARMAND G, ERPF. 


Cart M. Loes, Ruoapes & Co., 
New York, N. Y., July 15, 1958. 
Mr. KINSEY M. Roxnrtnson, 
President, The Washington Water Power Co., 
Spokane, Wash. 

DeaR Str: Our firm is a holder of record and represents well over 60,000 
shares of Puget Sound Power & Light Co. held by our clients here and abroad. 
The bulk of these shares were purchased on our recommendation actuated largely 
by the theory that your concept of merging Washington Water Power Co. with 
Puget Sound Power & Light Co. was sound for the region and beneficial to the 
stockholders. We should like to pursue this merger to the end that it is con- 
summated. Accordingly, I thought it appropriate to send you herewith a copy of a 
letter which I addressed today to President McLaughlin, of Puget Sound. 

If there is anything we can do to assist in the merger proceedings, please call 
upon us. 

Yours very truly, 
ARMAND G, ERPF. 


Memo from Owen Ely 
JULY 17, 1953. 
From Carl M. Loeb, Rhoades & Co.] 
PUGET SOUND 


Mr. Erer: At Maurice Kaplan's request, I attended another brief meeting at 
Abraham & Co. and later Mr. Bleibtreu, partner of Abraham & Co., called me and 
dictated the attached letter which he asked to have the firm sign and send over 
immediately to the office of Percy Jackson. 

I discussed this with Hans Widenmann, but as Maurice Kaplan had talked 
with you last about the matter, we waited his return. It was agreed that the 


M 


Mr 


M 


a 
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ter was too sweeping (almost proxy language) and that any substitute could 
sent or wired to Jackson on Monday. I understand Mr. Widenmann talked 
vith Jackson (indirectly), who agreed that the letter could be modified 
, I was told by Mr. Bleibtreu that Blyth was contributing to the Jackson fee, 
e you are contirming their status directly Carl Brown of Laurence 
Marks can advise you. 
OwEN ELY. 


Mr. Percival E. JACKSON, 
New York, N. Y. 
Dear Mr. JAcKSON: We hereby authorize you to represent our holding of 
Power & Light Co. common stock in proceedings for consideration 
erger of Puget Sound Power & Light Co. and Washington Water Power 
; w pending before the Washington Public Service Commission, and to 
pear in such proceedings and offer testimony in our behalf. 
Very truly yours, 


et Sound 


JULY 21, 1953. 
K McLAUGHLIN, 
lent, Puget Sound Power & Light Co., 
Seattle, Wash. 


DreAR FRANK: There is so much gossip flying around on the subject of the 
jidation of Puget Sound Power & Light Co. and the Washington Water 
Power Co. We are not parties to any of that gossip. However, we do have a 
keen interest in the consolidation of these two companies 
We have polled our offices and find that our clients hold at least 75,000 shares 
Puget Sound Power & Light Co. common stock. This stock they purchased 
during the past few years on our recommendation 
Our studies convince us that the position of your stockholders will greatly 
benefit from a consolidation with Washington Water Power Co. and we would 
g this belief to your attention as the senior officer of the Puget Sound 
ight Co. 
If did not do this we would feel ourselves remiss in serving the best inter- 
ts of our clients. In fact, we feel so strongly in this matter that Alvin Schlos- 
one of our vice presidents most active in utility matters, is leaving New York 


al 
h 
I 


ke to bri 





» call on you personally in Seattle Thursday or Friday of this week. Mr 
s sser is coming to Seattle solely for the purpose of presenting our views to 
you. 

With best personal regards, I am 

Always sincerely yours, 


Mr. FrepertcK L. MILLer, 
B uth & CO., Inc., Vew York, N. i 


Dear Fred: Enclosed is a copy of Perey Jackson’s report written on July 20, 
from Seattle, Wash. I also enclose a copy of a telegram which was sent after 
the report had been mailed. Subsequent to the receipt of the telegram, I had a 

ng telephone conversation yesterday morning with Perey in Seattle, which, in 
general, I would say, indicated that he was satisfied that things were coming 


pretty much our way, but that he was watchful. 
I understand that Percy will remain in Seattle until the question of the exten- 
sion of the contract is finally settled. As soon as he has returned, I think we 
uld arrange to get together in order to hear his impressions verbally. 
Whatever may be the final outcome, I think our sending Percy Jackson to 


Seattle was very important because it proves to McLaughlin and his legal staff 

that the big shareholders in the East mean business and will not submit tamely 
having the merger killed ] 
l am dictating this letter from Port Chester If there are any questions, will 

ou please call my partner, Leon Goldfluss, who will be glad to give you whatever 

her information you may desire. 

With kindest regards, I am 
Sincerely yours, 


JAcOoB BLEIBTREU, 
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SEATTLE, WASH., July 20, 195. 

I met Gilman. Asked him for specific complaints indicating that McL. wa 
running out. He had nothing more than Parrott had, i. e., (1) last newspape 
ad, (2) Karrer’s testimony, (3) McL.’s cooperation with PUD’s in last legislativ: 
campaign, (4) MeL.’s continued neutrality, as expressed in Mickelwait’s openin 
statement and incidentally the stress upon large stockholders’ insistence for thei 
tax reasons as motivating Puvet 

I asked Gilman what he would suggest to correct the situation. He could thir 

nothing but a confirmatory resolution of the board approving the plan. 

He expressed the opinion that the commissioners were concerned with tl 
possibility of expiration of the agreement without extension. 

He also indicated that if we wanted to show merger economies by demonstrating 
present waste, he would not be available for such testimony. 

Gilman indicated no particular concern with the attitude of the commissioners 
He said Robinson merely wanted to maintain the status quo pending receipt 


he Ford, Bacon & Davis study which they expected to be favorable. 
Subsequently, I saw Black (Micklewait was not in). He was impressed wit! 
e telegrams and authorizations which I showed him at the outset to a poi 
where er when he was dictating a résumé of our conversation, he includes 
tnel i l 
i 1 Black that we were disturbed by the items mentioned above to a poir 
wher 1) some of our people believed McL. was running out, (2) some felt 


ambiguity of management’s position might prejudice a commission decision 

Black said that MelL.’s attitude had not changed. He said that it had bee 
thi out and had largely been the result of legal advice; that since 
he, Mc.L, had previously branded this proposed merger, and had made other 
infavorable statements, as uneconomic—onponents of the plan would be helped it 
the company attempted to make out any case to the contrary. (I said I could 
agree with the legal position as to offering testimony but I did not see why the 
management had to overstress neutrality to a point where everyone became 
suspicious of its real attitude; nor did I see why the management should not 
unequivocally, on behalf of its stockholders, favor the merger so that there could 
be no doubt on that score. 

Black then explained the management’s attitude in greater detail, i. e., it dic 
not want to antagonize the PUD’s, believing that any action to unduly favor the 
merger would result in reactivating the condemnation proceedings, which are now 
quiescent. I replied that with the prices fixed by the negotiation and the inability 
to finance demonstrated last January before the financial situation changed, we 
had no fear of the condemnation. Nevertheless, Black maintained that Mel 
W I 


I 
consistent ig] 


f 


ited to keep faith with the PUD’s, to sort of maintain the status quo when he 
ended both agreements last February—let each prospective purchaser carry its 
own ball and see who gets home first, and feels he shouldn’t help either to unduly 
advance. 

Black felt that calling a stockholders meeting before a public service com 
mission decision, would be such an act and would antagonize PUD. I told hin 
that we would call it and thus avoid any charge of breach of faith against the 
management. He said he thought it would be unfair to stockholders to requir: 
them now to elect to take cash or stock (the merger provision is at or before 
the meeting) ; I told him this time could be extended by adjourning the meetin: 
by agreement with Washington. (Of course, what Black did not want was at 
overt act on our part.) 


Black said that the advertisement was merely regular procedure and did not 
represent any expression of change of heart or sinister purpose on Mcl.’s part 


After we had talked for a time, it became apparent that the following was thx 


MeL.’s attitude was what it had been from the beginning—he is continuing t 
be “neutral” and doesn’t want to antagonize the PUD’s I believe this is so and 


find what he is doing and not doing consistent with this attitude. If this is so 
no radical action on our part is called for 

Aft most, what do we want to accomplish, assuming no affirmative policy of 
MeL. to wreck the merger? At the moment only to clear up any impression 01 
the part the commissioners induced by overstressing neutrality and the lack of 
an extension agreement. The legal approach cannot and should not be changed 
the management may be correct in believing it better not to unduly antagoniz 
the PUD’s—at least not by doing anything unnecessary. 

Consequently, it seemed to me that we had two things to deal with: (1) The 
psychologieal factor, and (2) the matter of the extension, which is also tangible 
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4s to item (1), I broached Gilman’s suggestion to Black re a resolution 
d Black said the board had met only last Friday: he called attent 
the fact that the board had approved the merger already and the recor 
the commission contains the evidence 
linally, I suggested that negotiatious be had immediate for an ¢ . 
uggested that they might be so handled that the psychol il effe 
1 might be created I suggested that this be done now I “ 
d thut I be available to participate—particularly as to the rine 
ncement. Black said that the merger agreement left e) W 
ver of Me L. no board action was 1 eeded. 
d Black that I was empowered to appear before the « 
felt it necessary I might be disposed to aid Washington’ eb 
ce that the prese nt admin stration was wasteful thus 
er would effect economies. When at the conclusion of our ilk al 
had dictated a statement of what I had said for Micl alt al MI 
ption, I asked if they were prepared to 1 he matter « 
nediately? He said he didn’t mak vy. he would 
ng and they would communicate with old him I nted 
e answer because I figured on going to Olympia to ‘ 
asked him also to let me know whether they had any « 
ing an appearance at this time 
At the time of this writing lpn Pacitie tin I ve 
neluded at 11: 30. 
i | Black we wanted to be cooperative, to leave the ! ‘ 
ement so long as we ¢ d feel it was actin n goo 
red to take the initiative if necessary to save the merger, beca 
e PUD proposition was dead for financial reasor and ere S 
‘ it a ‘ Oo ( I ( ud e rea ( cle rit 
Copied from rough notes ailed before ead by M 
) 
Ss \\ 
B BLEIBTREU, 
Care Abraham & Ce 
Vew Yo ye Nv. 3 
i is followup to my memo airmailed today, Black agrees to ini 
tions for extension Will advise tomorrow or Wednesd vhe | 
ird Am advising Gilmar Am not goin t i I pia as s I 
operation. Leaving. My further attitude depends on Puget attitude 
tension. Any ideas? 
1} i [J ACK 
\ (" 
New Yor! \ ! 
i day the fol ng tele \i 
iy Ford Bacor | ] { 
\\ ppearance at hea ext t arra 
e ere Wi ui I u hi 
it Therefore no need m ny pel 
ers ma y re ire é I oO holders ¢ ng nm 
izree on exte! his woul é bf the | 
‘Py ‘ 
Upon receipt of this telegram, I spoke to Mr. Jackson on the telep 
f red me that he felt convinced it was safe for him t ve no 
atter would proceed ac ording to our wishes. 
As soon as Mr. Jackson has returned, we shall arrange for a meetin 
nceerned, 
Yours very sincerely 
LEON GOLDFI 
J 
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JULY 24, 1953. 
Mr. FRANK MCLAUGHLIN, 
Puget Sound Power & Light Co., 
Seattle, Wash. 

DEAR FRANK: I am so sorry that you do not wish to see Alvin Schlosser or any 
other of our partners for the purpose of discussing our views regarding the 
Puget Sound Power & Light Co.,-Washington Water Power Co. consolidation 
Naturally, we accept your decision in this matter without further discussion. 

For the purpose of discussing this consolidation with you and your associates 
a group here in New York, representing substantial blocks of Puget Sound Power 
& Light stock, has employed Mr. Percival E. Jackson. We were invited to join 
that group but after consideration, we declined. 

Apparet tly you have been erroneously informed that we are members of that 
group and that Mr. Percival E. Jackson on his trip to Seattle represented us. I 
would like to take this opportunity of telling you that that impression is contrary 
to fact and that Mr. Jackson does not represent Blyth & Co., Inc., or any of the 
stock which is held by our clients. 

Let me assure you, Frank, that our attitude is friendly and constructive. We 
firmly believe that the best interests of all will be served by a consolidation. 

With best personal regards, I am 

Sincerely yours, 


[GrorGE LEIB] 


ABRAHAM & Co., 
New York, July 28, 1953. 
Re Puget Sound Power & Light 
Biytn & Co., INC., 
New York, N. Y. 
(Attention Mr. Frederick L. Miller.) 

Drak Srrs: Thank you for your letter of July 24, enclosing check for $1,000, 
the proceeds of which we are holding, together with those from other houses who 
are associated with us in this matter, for the purpose of reimbursing Mr. Percival 
E. Jackson for his services. 

In order that there may be no possibility of a misunderstanding in this matter, 
we have today sent a copy of the next to last paragraph of your letter to Mr 
Percival EK. Jackson. 

Yours very truly, 
[JACOB BLEIBTREU] 
JULY 28, 1953. 


Memorandum to Fred L. Miller: 


To appear on the stand tomorrow morning to testify in favor of the merger, 
Mr. Maxwell has lined up Mr. A. B. Anderson, who was a farmer and then a 
contractor and now a capitalist at Port Townsend on the Olympic Peninsula 
Mr. Anderson is a man of much standing, a rich man in the community and holds 
substantial amounts of Puget Sound and Washington Water Power. 

Also, Mr. Maxwell has Mr. Steven Barker, president of the Morris Hardware 
Co., of Bellingham. Mr. Barker was 1 of the 3 public utility commissioners of 
Whatcom County, Wash. He is well known and a man of standing. Mr. Barker 
states he will go if we could line up 2 or 3 other representative men in Belling- 
ham. 

Mr. Maxwell also has lined up Mr. Lawson Turcotte, president of the Puget 
Sound Pulp & Timber Co., of Bellingham. Also, Mr. Earl Levalley, president of 
the Columbia Valley Lumber Co. This company is the successor to the great old 
firm of Bodell & Donovan. 

Mr. Maxwell also has lined up Mr. Bob Pamplin, vice president of Georgia- 
Pacific Plywood Co. in Olympia, Wash. 

Mr. Maxwell has now been advised that these are all the witnesses they need 
but Mr. Maxwell has volunteered to produce more in the Puget Sound territory 
if, when, and as they can use them. Mr. Maxwell has volunteered his own serv- 
ices as one of the leading investment bankers in the Puget Sound area but they 
question whether they want an investment banker. 

I thought you would be interested to know of these developments. 


GrorGce LEtn. 


\ 


Ir 
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PUGET SouND Power & Licut C 


Seattle, Wash., July 29, 1953 
Mr. GEORGI LEIB 


Blyth & Co., Inc., New York, N. Y. 


veAR GEORGE: Thank you very much for your letters of July 21 and July 24 
[am sorry I was not in a position to talk with Mr. Schlosser at the time re 
quested I explained the reasons why to Ed Maxwell and 


iil 


ssume they were 
ved on to you. There was so much in the way of misrepresentation of the 
ts being broadcast in Wall Street, so much childish hysteria, so much pressure 

to be applied for one objective or another, and so 


sition, that the whole thing took on the aspect of 
acy to descend on me 


much maneuvering for 
a “whodunit,” with a host 











On the advice of counsel—in view of the merger hearings being in progress 
he matter of the extension of the closing dates 


of the merger and pur 
s being at issue—Vercy Jackson being 


Hases 


here, and other factors—t] 


e 
vy was adopted of my not talking to any of the interested parties. Unfortu 
ely, to keep the record straight, this had to apply to friends as well as enemies 
I ti ist u will understand. It was a time for cool heads—not impulsive actior 
he situation is delicate. 


I note your comment with reference to Percival Jackson not 
his trip out here. I did not see or talk to the 
Black (member 





representing you 
gentleman. He showed Wendell 
of the legal firm which represents Puget) a telegram dated July 
19, 1958, addressed to him at the Olympic Hotel, which reads as follows: 
Che following of the members of our group for whom you 

aham & Co., Allen & Co., Blyth & Co., Carl M. I 


ce Marks & Co., White, Weld & Co. This 


100.000 shares of 


are authorized to 
eb, Rhoades & Co., Lau 
group and their clients hold in excess 
Puget Sound Power & Light common stock 


“ABRAHAM & Ci 


rom the foregoing it is apparent that a member of your fraternity misrepre 
ed your position I would have enjoyed talking to Mr. Schlosser, but as far 
th’s position on the merger is concerned, I am well aware of it and also your 
eas why 
I very much appreciate your friendly approach and wish to assure y that 1e 
the same. I have spent the best years of my life in protecting and ady gy 
» welfure of Puget’s stockholders—and whatever is best for them I am for i 
Puget’s directors are all able men and know the score. 
In view of WWP’s bad timing and rough tactics with reference to merger 
posal last fall, I was forced, in letters to stockholders and public official 
ding the governor, in public statements and advertisements, and in testimony 
he Boston court case, to blast the merger concept from stem to stern. The 
tervenors in the merger hearing have all this material gotten out at the time 
d I have been trying 


ig in every way to keep them from subpenaing and ques 
x me as to these damaging statements as to a 
1 


in merger 1 am afraid “tl 
if they did, so you can see that I 
dynamite and our position is a most delicate one. 


the best 


of would blow off am sitting on a 
ite Believe me, we are d 
that is possible under the circumstances of a strong antimerger record, 


ch WWP forced us to make last fall. This merger matter has been badly 


dled from start to finish, and we do not propose to be crucified for WWP’s 

ns, errors, and omissions. The objective sought cannot be 

lackjack” or by condemnation of Puget’s management, 
and appreciative of your cooperative approach 

With warm personal regards. 


Sincerely, 


achieved with a 
and that is why I am 








FRANK L. MCLAUGHLIN, President 


JULY 31, 1953. 
Mr. FRANK McLAUGHLIN, 
Puget Sound Powr rd Light Co., 
Seattle, Wash. 

DEAR FRANK: I read with surprise the telegram of Abraham & Co. in which 
they listed Blyth & Co. in the group to be represented by Percival Jackson. I ean 
mply say that that telegram was He is not representing 
yvth & Co., Ine., and we ha 


Best regards 


a misstatement of fact. 
ve so advised Abraham & Co. 
Sincerely yours 


[GEORGE Lee) 
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ABRAHAM «& Co., 

Vew York, August 7. 19 

Re Puget Sound-Washington Wate Mr 
Messrs. WHITE, WELD & Co., 

New York, N. ¥ 

(Attention Mr. C. E. Goldsmith. ) J 

Dear Stirs: We have received a bill from Mr. Percival E. Jackson in the amour 

of $5,000, including all disbursements, in connection with his services renders 


The amount of Mr. Jackson's bill is being divided equally amng the six fir 
ssociated in this matter. Your share is $833.33. We, therefore, return to yo 
the enclosed check in the amount of $166.67. It was a pleasure to have beer - 
ssociated with you in this matte die 
Yours very truly, 
TACOB BLEIBYRI 
Wire, WeLp & Ce =m 
{uwoust 10, 19 
Ke Puget Sound-Washington Water 
\BI t & Co., 
Vew Yori ) 
i PSirs: We acknowledge receipt and thank you for your letter dated Augus 
; iclosing check to our order in the amount of $166.67 representing refunc D 
advanced by us for fees and disbursements of Mr. Percival E. Jack 
i nection with the ahove 
\ y truly yours, 
ABRAHAM & Co., 
tugust 17, 1952 
Mi REDERICK L. MILLER, 


—., Ine.. Ne if York \ y 


The hearings in Olympia concerning the Puget Sound-Washingto1 

r have been completed and Mr. Kinsey Robinson is quite satisfied 
i things as they look at present. He is in the East but as he has to spend 

most of this week in Washington, I have arranged a meeting with him at our 

ice for Tuesday, August 25, at 11 a. m. to give a full report to our group. 

{ sincerely hope that either your or one of your associates will be able to 








Re Pucer SoUND-WASHINGTON WATER 


Meeting held at office of Abraham & Co. Tuesday, August 


report from Mr. Kinsey Robinson 


2h, 1953. to hen 


Present 
in in R bins« n 
Wi Parrot 
Villi C. Gilman 
Fy Kernan White. Weld 
David W. Lovell (Laurence Marks) 


Murray Kaplan (Car! M, Loeb, Rhoades) 
Jacob Bleibtreu (Abraham & Co.) 
n Goldfluss (Abraham & Co.) 

Arthur F. Schiff (Abraham & Co. ) 

S.R. Winters (Abraham & Co.) 

I'red Miller (Blyth & Co.) 
Absent: Herbert Allen (Allen & Co.) 


Avaust 25, 1953. 


\4y | ‘ 
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LAURENCE M. Marks & Co., 
Ne York Cit Ludus 1.19538 








DEAR GEORGE: As I said o r the telephone this mornil ve have cousiderab 
erest in Puget Sound Power & Light Co. common stock As you mw, I 
member of the stockholders committee for Puget Sound Power & Light Co 
Mur customers own over 90,000 shares of the common stock My partner 
1 feel strongly that a merger of Puget Sound Power «& Light Co id Was! 
Water Power Co. would be a constructive move, and we would lik ) 
helpful in any way we can to bring this merger to a successful conclusion 
We ve followed Puget Sound Power & Light Co. closely for a great mai 
ind have the highest admiration for Frank McLaughlin and the way he 
up his compan) fam sure that Mr. McLaughlin has been placed ir 
lt position since circumstances initially forced him to oppose the merge 
( _1 was delighted to read in the press recently that the c ny’s ¢ 
he ing before the Washington commission requested that the rger ap] 


ve granted. 
Ve feel so strongly on the desirability of the merger that in anticipation of 
» orders by the various commissions having jurisdiction we are writing 
ber of friends who are members of the National Association of Securities 
ers, Inc., asking them to acquaint their clients with the situation and urging 
approve promptly the merger when it is submitted for their approval 
m1 ean think of any other constructive moves which we can make looking 


\ e conelusion of the merger, please do nol hesitate to suggest then 
With kindest regards, I remain. 
Sincerely yours, 
i I [ARKS 
~ MIRFI 1O5 
.NK MCLAUGHLIN, 
aet Sound Poiver & Light Co., 
Seattle, Wash 
‘sR WRANK: One of the fine houses on the street (both ck exchange and 


‘ ent banking) is Laurence M. Marks & Co. Larry Marks is a man of 
ature both in brokerage and investment-banking fields and a couple of 
ro was president of the Investment Bankers Association 

lor several vears he has been a great believer in the Puzet Sound Power & 

geht Co. and has placed much of your stock with his clients. He has spoken to 

s frequently about the consolidation. 

Over the telephone yesterday I explained to him at some length the difficult 
sition in which you find yourself, and I expressed to him my complete confidence 
you and in your determination to do that which you believe to be to the best 

erests of the Puget Sound Power & Light Co. shareholders. I told him that I 

convinced that consolidation with Washington Water Power was by far 
answer and that, while I could not speak for you, I felt confident that 


believed that goal to be the most desirable one for all concerned. 
Larry has written me on their position in respect to the merger and I an 
ding his letter along to you because I know how interested you are it 
ns of your shareholders. 
aiid 


nning to be in the Pacific Northwest in a mor 
op by and pay my respects. 
armest personal regards, Iam as alwa\ 


cerely yours, 


like to st 


\INSEY M. RopBINsSON 


Washington Water Power Co., Spokane, Wash 
Deak Kinsey: I am sending you a copy of a letter which I received f 
ence M. Marks & Co. I sent the original of this letter to Frank McLaug] 


overing letter, a copy of which I am also enclosing These ar If 





\t the proper psychological time (whenever you think it best) I would like t 
to Seattle and have a talk with Frank I know him well and have known 
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him for many years, and from what I hear behind the scenes, he is favorable t 
the merger 

When you are next in New York our crowd here would like to talk this over 
with you. We are constructive and we are open to suggestions at all times. 

Al ivs best regards. 


Sincerely yours, 
[GEORGE LEIB] 


SEPTEMBER 14, 1953. 
Mr. KINSEY ROBINSON, 
hilectri Rond & Share Co New York, N. Y. 
Dear Kinsey: The attached letter from Frank McLaughlin is self-explanatory, 
I would like to sit down with you and plan a program of approach to Frank. 
Please call me when you are free. 
\lso please pass this letter along to Bill Parrott. 
Sincerely yours, 
[GEORGE LEIB] 


os 


PuGcer Sounp Power & Lieut Co., 
Seattle, Wash., September 10, 1958 
Mr. GEorGE LEtIp, 
Blyth & Co., Ine., New York, N. Y. 


DEAR GEORGE: On return from a brief vacation I was very pleased to find on 
my desk your letter of September 1, to which was attached Mr. Marks’ communi 
eation to you of August 31. 

As I wrote you on July 29, I am deeply appreciative of your sympathetic 
understanding of our situation and your expression of confidence which is 
further evidenced and reiterated in your letter of September 1. I am, of course, 
delighted with Mr. Marks’ generous comments as to my efforts on behalf of 
Puget, and when opportunity offers it would be kind of you to convey to Mr. 
Marks my sincere thanks. I am very glad to get your views and those of 
Mr. Marks as to the merger. It is helpful to have them. Things would have 
been much less troublesome and difficult if the whole approach with regard to a 
merger had been along the lines of that evidenced by your and Mr. Marks’ 
remarks. A merger is not something to be effected with a “blackjack.” 

Considering the keg of dynamite we were sitting on, I feel we were fortunate 
to get by the merger hearing before the Washington Commission without the 
“roof blowing off.” A very dangerous situation would have developed if I had 
been subpenaed to take the stand and confronted with the antimerger material 
issues last fall and my testimony in the Boston court case. 

We are, of course, like you, anxiously awaiting the decision of the Washington 
Commission as to which our general counsel has advised us not to make any 
predictions as to time or outcome. 

I shall look forward to seeing you on your coming visit to the Pacific Northwest. 

Again let me say that I am very appreciative of what you and Mr. Marks 
had to say. 

With warm personal regards. 

Sincerely, 
(S) FRANK McLAUGHLIN. 


SEPTEMBER 18, 1953. 
Mr. KINSEY ROBINSON, 
Electric Bond & Share Co., 
New York, N. Y. 

DEAR KINSEY: I must go uptown to a meeting now, but Fred Miller will be here 
the rest of the afternoon. 

As I told you over the telephone, George Clifford is coming in for lunch with 
us here at the office on Monday [September 21]. I will have a seat for you if you 
can come. You can let me know Monday morning as I will not fill your seat. 
It might be worthwhile for you to sit down with George after lunch and have 
a talk. George controls Don Barnes and Don Barnes is a potent influence 
with Frank McLaughlin. 

I think the Governor will be vigorously on the side of the consolidation, pro- 
viding he is assured that there will be no increase in rates which will make 
private industry look bad, vis-a-vis the PUD’s. 

Good luck and do try to come Monday. 

Sincerely yours, 
[GEORGE LEIB] 
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Li CY Frep BN: 
Langley [sic] all ready left New Yorker. Denny still trying locate him at LW 
Club. Denny suggests Fred Miller go up and talk to him aft meeting and 
to extend itation, et 
MIAX 
\ fhe Lawyers Club tells me Langley [sic s there now if D wants 
KELI 


Dated Se ptembe r 18, 1953 on back. 


CRB, BS CY-Max, BT HASF, SPK Denny, BT 
Thanks a lot. Fred and I had our talk with the Governor. Kinsey seei 
his afternoon. Am writing fully. 


SS ] Is, 10 
Mr. EpyMUND F. MAXWELI 
Neattle Office. 
Dear Kp: Thanks a lot for your help with Governor Langlie. Fred Miller and 
Reg Schmidt went over to the lunch he addressed at the Lawyers Club and then 


ey brought him back here, and Fred and I spent an hour with him discussing 

ous luatters, principally the merger of Washington Water and Puget Sound. 

We are convinced that he is favorable and is only fearful of an increase in rates 

er private ownership, vis-a-vis PUD’s, which increase would hurt him politi- 

d would also hurt the Republican Party. He is against private owner- 

a matter of principle. We are confident he is on the right side. Kinsey 

eeting him at 5 o’clock and will go on from there. Kinsey sounded most 

ypreciative of our efforts 

The enclosed letter is self-explanatory George Clifford, as you know, is the 

ead of Stone & Webster here and a good friend of ours 
Sincerely yours, 
[GEORGE LEIB 


FRED BN Cy LEIB: 

Had long talk with Governor yesterday and was able present yr thoughts re 
idverse effect PUD financing to purchase Puget could have on credit of state 
Confidentially he expects commission’s report to be in at anytime and believes 
chances are that WWP deal will go thru. He is still concerned over political 
effects and rates. I reminded him, however, that close vote in Seattle on City 
Light Puget purchase did not indicate strong public support public power. Also 
that strong competing private pewer interests should have a good effect on rates. 

DENNY Br. 

Dated September 25, 1953. 


SEPTEMBER 25, 1953. 
Mr. Kinsey M. Ropinson, 
Washington Water Power Co. 
Spokane, Wash. 

Dear Kinsey: Fred Miller and I just received the enclosed wire from Vie Denny 
who, as you know, is a close friend of the Governor. 

The situation feels good to me and I expect to get a call from you any day. 
Just let me know and I will start moving toward Frank McLaughlin to see if we 
can't get him to take off the brakes and go full speed ahead 

Good luck and best regards always. 

Sincerely yours, 
[GEORGE Lets] 
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s \ WAS , October 16, 19 
I LILLER, 
) 0 = 
2 A p | »: Had lunch today with Kinsey and told him very frankl 
thought the only way he could get dealers’ support on bringing in Puget 
1 yn ‘ I i fee similar in amount to the figures we me: 
oned tl ing realizes it is necessary but said the reason he 
| registration statement as yet is that Frank MecLaughli: 
\ ted he was not in favor of such a fee being paid since it was a . 
eSSary ( ind would deplete the cash position of the merged co 
nd pel e the Puget Sound stockholders i 
ned on flying to New York Sunday, but has changed his play 
be in Seattle Monday, Tuesday, and Wednesday to meet with Mi M 
y fhe purpose of this meeting is principally to try and secure M« ‘ 
g ‘ al to pay a fee and also to find out exactly where Frank stand I 
} Kinsey will know what to do when he gets to New York. 
d the advisability of trying to get one of the services, suc 
nmediately come out with some facts and figures regarding 
\ hich, in turn, could be used by dealers. Naturally, th 
I opinion and could contain information and generalities whic} I 
‘ d publis s long as the deal is in registration. He also hopes tl 
| lent on Frank’s dividend being 100 percent of the operating 
le asked me to relay these suggestions to you, thinking we might be 
ustrumental in getting Moody’s, or some similar counselor service, to do this 
He says Bill Gilman has all of these projected figures and would be very happy ( 
erat 
The battle the coast is going to be a tough one, and I am still convinced 


e will have to fight Frank all the way through. If the larger stockholde ‘ 


ure our boys on the coast will be able to do a good jot 


the East cooperate, I am s 
ere . 
{ HASFURTH | 
Biytn & Co., IN¢ 
Octoher 19,1 
{ BT HASF. Snokane 
Al, Fred, and I have talked over developments. This is what we are doing 


\l having lunch with Borneman, of Kidder Peabody, Al making arrangements 
to meet with Moody’s service in keeping with Hasfurther’s suggestion about 
nducing them to make appropriate recommendation. Fred keeping in contact 
rrott whom we assume right on the ball. I talking with Larry Marks 

my western 


Morning ma 
g necessity formation of 


ge % I awaiting Kinsey’s thinking on advisability of 
see McLaughlin. We all feel strongly regarding 
deajer group and prompt possession of Puget stockholders list. If well prior to 


November 19 managers of dealer group can show high majority of indicated 
ing to help Kinsey immeasurably in all directions, and this 


rip te 


approvals, it is gol 
rk should be started promptly after proxy statements go out as at best it will 
ike time Assume you have seen story Wall Street Journal today which indi- 
tes reluctance on McLaughlin’s part. I also seeing George Clifford today and 
ussing article with him Please advise Kinsey how we three are thinking 
hat we are doing and tell him we await his suggestions 
LEIRB 
[Copy of wire sent to Mr. Frank McLaughlin] 
ave beco concerned after having read an item in the Wall Street Journal 
S morning tributing to vou the statement that there is a rising demand in 
company’s service area that it continue in business as an independent entity J 


This may be a misquotation of your position. It seems clear that it cannot be the 
ollective opinion of your directors who, recognizing the many advantages, voted 
» enter into a merger agreement with Washington Water Power Co. Further- 
e action of the Washington Public Service Commission in approving the 
ndicates clearly that that commission believes it is in the public interest 

lose to 100,000 shares of Puget Sound Power & Light com 


f yy fiyy iw) 
( ivi Owl 
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ock. It is my opinion that there is complete unanimity on their 





mation of the merger of your company and Washington Water I 
eir best interests and they expect you to submit the proposal to your 


ders at the earliest possible moment. I should be glad to have an 


you may care to make 


. BS 
I y Marks sent excellent wire to Frank MeLanghlit We wired copy 
{ rther. Am sure \¢ office has record Conld 3 ‘ Witte 
lar expression to McLaughlin, different phraseology, of course It sh 9 
thin next 12 hours We trying to get 4+ or 5 houses to express themselves 
McLaughlin who apparently is dragging his feet. Needless to say. this act 
y approved by our friends in Spokane 





FRANK MCLAUGHLIN, Esq., 
President, Puget Sound Power a L ght Co., 





» stockholders committee has studied with interest the order of Washing 
‘ublic Service Commission approving the merger of Puget Sound Power & Light 
Co. and Washington Water Power Co Che opinion and particularly the finding 
the merger will promote the public interest appear to be clearcut and w 
vocal The committee feels that stockholders of Puget Sound should have 
portunity at earliest possible date to vote on the merger and therefore uw 
eed in submitting the matter to a special ste der eting called for that 
se. Will you kindly advise by wire as to management plans 
eeting and its estimated date 
I \ gS I 
Secretary, Puget Sound Pore & Light Stockholders Ce 
(> oO 
M JouNn J. HASFURTHER 
Spokane OM 


Deak JAcK: Today Fred Miller and I had luncheon with one o 
Moody’s officials with further respect to the Washington-Puget merger. 

Moody's believe strongly that the merger should be carried out and as expedi- 
tiously as possible—as being the only practicable solution for Puget and fat 
superior to any other alternative open to them 

heir impression of the Washington Commission decision is that it is wv 
easoned, constructive and forthright 

On the basis of this decision and the other information available to them rela 
ive to prospective earning power and dividends, they think the outlook for WWI 
tock is very attractive 





They tend to be very critic: of MeLaunghlin’s puis Cou ef of netion 
pparently is based in part at least upon personal conferences they have 
the past couple of years) and they also have the impression that he is 





dilatory about progressing the present merger proposal Furthermore, they tend 
to view with great skepticism the recent Puget dividend action and leave us wit] 
the impression that they do not believe at all that the $1.50 dividend rate for 
Puget is in the cards as a going concern, independent operatiot 

However, as a matter of policy with them, I am left with the impression tl 
they will not express any generally publicized investment recommendatio: 

tion until such time as the merger proposal is actually submitted to the sha 
holders for a vote. Then, at an appropriate time prior to the stockholders mee 
ng, I believe they will express a vigorous recommendation in favor of th 


merge 


and in favor of taking the Washington stock and not exercising the cash optior 
In the meantime, ] suppose the y will answer il quiries in this constructive 
as I understand it, probably will not broadcast any recommendation 


heir clients have something to act on 
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We expect to have a similar meeting with the Standard & Poor people as so 
as feasible over coming days and will report further to you on this. I assume ye 


FRANCIS CURRTI 
wy, Puget Sound & Light Co. Stockholders Committe e. 


New York, N.Y.: 


Re your wire 20, 2s you know the closing dates of the merger and PUD pur 
hase agreements are November 19 and 20, respectively, and any action wit} 
regards the » must be taken by Pugets directors in the light of all prevailing 

re d conditions. When this has been done will promptly adviss 
you and be red as always we will act in the best interest of our stockholders 

Pj ( greatly complicated and full of dynamite because of widespread and 

O1 opposition to merger in western Washington, announced litigation of 


s order by the intervenors in merger proceedings (public power orgar 
State federation of labor, AFL, and State Grange), and announced 


ictivation of condemnation cases by the PUDS. Under these conditions all 
phases of the situation must be carefully explored and studied so as to be sure that 
the steps f n are clearly in the best interest of the stockholders. In view of 


our experience with the district purchase, it is Puget’s position before any stock 





holders meeting lled there must exist assurance that promptly after the 
stockholder makes his choice he will either receive cash or stock. On no other 


basis is the stockholder protected and his interests safeguarded. 


FRANK MCLAUGHLIN, 
Preside nt, Pudget Sound Powe? c& Light Co 


selcims OD ‘ 
OCTOBER V3 953. 


Memorandum to Mr. George Leib 
WASHINGTON WATER POWER-PUGET MERGER 


We have worked with a number of our friends for the purpose of calling to 
their attention the present situation in connection with the merger of the two 


We have had complete unanimity from all of those with whom we talked as to 
the d rability of communicating with Mr. McLaughlin urging consummation 
of the merger and an early stockholders vote. Telegrams were sent by the fol- 
lowing firms: Laurence M. Marks & Co.: Hornblower & Weeks; Harris, Upham 


& Co Hemphil Noyes & Co., Merrill Lynch, Pierce, Fenner & Beane: and 
Shearson, Hat mill 


l 


 F 1 & Co. Copies of the wires sent by those firms or the sub- 
stance of the wires are attached. 

In addition to the foregoing, I have talked with Ted Mack of Beck, Mack & 
Oliver, investment counselors, Whose clients own a total of 26,000 shares of 
Puget Sound common. It is my understanding that this partnership has sent a 
wire and a telegram urging consummation of the merger and that an early date 
be set for the stockholders vote. Mr. Mack has also assured me that he would 
be glad to take the lead from us on any future action that seemed advisable to 
further the best interests of his clients. 

There are also attached copies of wires that have been received by Harris, 
Upham & Co.; Laurence M. Marks & Co.; Hemphill, Noyes & Co.;,and Merrill 
Lynch, Pierce, Fenner & Beane from Mr. McLaughlin in response to their wires 
to him. 

We have made no effort to talk with our individual clients in this matter. My 
most recent check, which admittedly is not fully complete, indicates perhaps 75 
holders with close to 100,000 shares ranging all the way from individual holdings 
of 50 shares to 4,000 shares. 

FREDERICK L. MILLER. 


Ney 
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be a stockholders’ committee meeting on Puget Sound Power & 


on Friday, October 23, at 10 a. m. in the oflices of Curry Burns Rich & 
| 
i 








LAURENCE M. Marks & Co 
\ d¢ \ ) Y j 
H EY J 
it} l¢éUo., New Yo V. } 
! ( here v meeting of e stor ers ‘ I 
‘ % « Ligl ( ol e ot ft ( ( i Wa s ( 
\ n Monday, J1 IS, at 2:30 p. m 
to be n important meeting and I very ich ine you I ible 
cerely yours 
J WIARKS 
4) 2 l 
K McLa ILIN 
Puget nd Power & Light Co., 
Seattle, Wash 
St ‘ ders committee met today and considered your ire of 22d Com 
ely of the opini that the approval by Wa gtol miss of 
rger pl sal in its present form tmiakes it essenti that closing date of 
Nove ( ) be extended to permit effective stockholders action. Comittee feels 
lers meeting should be called promptly to permit stock ers to express 
eir wishes in light of Commission’s order. ‘Threatened litigation by intervenors 
ks substance and seems political, and company’s position in any cl g n 
| be strengthened by affirmative stockholders vote Phere can | 
lice to stockholders by an early meeting since under article VIII, parag 2 
f merger agreement any stockholder who has deposited his stock f ish may 
hana his election and withdraw his stock. Committee is organizing to take 
Ol s action to enlist stockholders support for your merger agreement at 
t possible meeting 
FRA Is ¢ : 
Secreta Puget Sound Power & Light Sto ( s ( ) 
Ocr oG ) 


Re Puget Sound Power & Light C 
Ir. GeorGe LEIr, 

Bluth & Co., New York, N. Y. 
DrAR GEORGE: We received today from Mr. McLaughlin the following telegram 

h may interest you: 

Appreciate your wire 22d; as you know, the closing dates of the merger and 
UD purchase agreements are November 19 and 20, respectively, and any action 

gard thereto must be taken by Pudget’s directors in the light of 

circumstances and conditions. When this has been done will promptly advise, 
nd be assured as always we will act in the best interests of our stockholders. 
Picture is greatly complicated and full of dynamite because of widespread and 
Vigorous opposition to merger in western Washington, announced litigation of 
ommission’s order by the intervenors in merger proceedings (public-power 
rganizations, State Federation of Labor, A. F. of L., and State Grange) and 
announced activation of condemnation cases by the PUD’s. Under these condi- 
tions all phases of situation must be carefully explored and studied so as to be 
sure that the steps taken are clearly in the best interests of stockholders, in 
view of our experience with the district purchase. It is Pudget’s position before 
ny stockholders meeting could be called there must exist assurance that promptly 
after the stockholder makes his choice he will receive either cash or stock. On 
no other basis is the stockholder protected and his interests safeguarded. 

With kind regards, 

‘Sincerely yours, 








“FRANK MCLAUGHLIN, President.” 
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Cn if BER 28, Lvs 


Blyth & Co., Inc., New York, N. Y. 


Dear Mr. MILLER: In accordance with your request I enclose a proof cop 
the proposed authorization to be signed by Puget Sound stockholders. Thi 
Will, of course, be revised to add the name of the Blyth representative who beconx 
member of the committee, and I think we should also add the firm affiliation \ 
each of the committee members 


fRANCIS CURR 


BiyTH & Co., INC., 
October 29, 1953 
SHurT, BS 
We are giving serious consideration to having Ed Maxwell go on stockholders 
protective committee of Puget Sound common stock. This committee will prob 
ably have as its chairman Larry Marks and will include White Weld and, we 
hope, Kidder Peabody. Latter not certain due to possible complications. Ws 
talking with counsel regarding advisability joining committee. Will you soun 
ut and see if Dean Witter would join committee if we do. Know they would 
be helpful. Consolidation with Washington Water Power is best possible thing 
for common shareholders Puget Sound and great forward step in favor of private 
udustry versus public ownership. We here think we should go on committee 
une there are legal complications. Please keep confidential but sound Witter 
t and let me havea wire. 
LEI 


BriytTH & Co., Inc 
October 30, 19538. 
SHurt, BS: 


We are going to make up composition of stockholders committee Puget Sound 
Please telephone Witter partners and see if you can get their acceptance 
provided we go on. It is not a protective committee but a committee which will 
ask common stockholders to express their desire to merge with Washingtor 
Water. Would appreciate an answer by Witter first thing Monday, our time, 
possible. We are planning to go on and assume you people have no objection 
It seems the best thing to all of us, subject to legal clearance which Sullivan & 
Cromwell is now enzaged in giving us. 


Wonaay, 


LEIB 
LEI 
Witter partners seem to be all in conference this morning. Will advise soon 
possible re vour wire. 
SHURT 


Dated October 29, 1953 
NOVEMBER 1, 1953 
Mr. FRANK MCLAUGHLIN, 
President, Puget Sound Power & Light Co.., 
Seattle, Wash. 

DEAR FRANK: Because the developments I discussed with you Friday seemed 
to be of greater immediate importance, there were certain points bearing on the 
merger which I did not bring up with you in the belief that they could be better 
treated in the form of a personal letter. Moreover, I can express myself better 
in writing than by talking. 

Firstly, I would respectfully urge upon you the importance of keeping the 
present merger agreement in force at all costs in the interest of your stock 
holders, yourself, and your staff. The merger agreement is fair and sound fron 
ill points of view. It was negotiated in good faith in a friendly atmosphere 
Gilman was in England and the stockholders committee was dormant, when 
vith the help of Messrs. Sullivan & Cromwell, Kidder, Peabody & Co., worked 
out the basic plan. You were offered a full opportunity to change the ter: 
and all changes were accepted with the exception of the dividend rate whict 
was compromised at $1.28. 
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where in the record of the hearings before the Commission were the pro 
ns of the agreement criticized by either side and the Commissio1 
ned no restrictions of any kind with respect to the agreement If this 


eement is terminated in any way a new one might have to be negotiated 
would mean that hearings would have to be held all over again and a1 


1s order 


I prepared The great waste of expense money whic] Ms gone into 

ent agreement and the loss of 9 months of time would be unthinkable 
Your policy for the past several years attests to your awareness of the respor 
jilities of the officers and directors of a corporation threatened with loss of 


rty and possible liquidation, which is to direct their efforts privat ly 
vard the conservation of the assets of the corporation for the benefit of he 
kholders In line with this responsibility you entered into the PUD pur 
agreement and also the merger agreement as the best means of 
stockholders out at a good price on an overall basis If this is true, the 
responsibility still exists which can be met only by extension of the agreement 
m sure that you are aware also of another important 


getting 


responsibility of co 
te management in cases like this, i. e., the sale of all or an important part of 


ssets of a corporation or a bona fide merger offer are transactions of 
mport to stockholders that the officers and directors have a 


sucl 
legal as wel 


S ral obligation te put such offers to the stockholders for approval or dis- 
pproy If this is also true, then the board has an even greater responsibility 
y to extend the agreement so that the owners of the business may exercise 

‘ nherent right to vote on the merger as well as the sale. If denied this 


ht to vote, I should think that you and your directors, under certain con- 
ns, might ineur the risk of stockholder action of a serious nature. 
\side from the above, as you pointed out Friday, there are many considerations 
have to be taken into account. The more I ponder these problems the more 
ect I have for your methods of handling with caution this highly complex and 
‘icate matter. For the purpose of advising my partners and deciding what 
vy to the many interested people I'll have to face when I return to New York, 
ive heen trying to clarify my thinking by sorting out certain facts and 
ities which appear of greatest significance 


Should both the merger agreement and the PUD purchase agreement be 
ninated for any reason, the result would be as follows: 

Kitsap County PUD would be off the hook, and no later overall sale would 
nossible. 


The PUD’s backed by the large municipal bond houses, would intensify 

rts to take Puget apart piece by piece. 

Should interest rates and the volume of offerings decline as seems likely, 
should there be a change of administration you couldn’t count on beating the 
ndemnation suits on the basis of inability to finance high valuation awards, 

specially if electric rates are raised in the territory or a business depression 
elops. 

(he stockholders protective committee would become a great deal more 
egressive since they would attract the support not only of the new profit-hungry 
kholders but the old war-weary holders who voted SO percent for a sale. 
Should you extend the agreement for a good long time, as I am sure you 

ill, there are certain controlling factors which appear most important: 
1. You would be fulfilling your responsibility to the stockholders; thus, this 
ould be the best means of reducing the risk of liability to your directors. 

You could continue working for consummation of the merger which would 
tect your stockholders from the effects of a piecemeal breakup of the system. 

You could protect yourself and your directors against more aggressive action 

e protective committee and limit their support by old stockholders who 

t to get out, 


Frank, I know that anyone trained in the Stone & Webster organization 
ave heen, and, es) ily one that has worked th Don Barnes. dos 
id what his corporate responsibilities are and can be count 
dependently without thought of personal Toss or gain in the best i “e 


ockholders. Therefore, I have faith that you will not fail in the future 
n the past to take steps necessary to advance the merger as they app 
e in the stockholders’ interest. 


I would like to recommend that the merger agreement be extended for a g 
ippears needed to give the stockholders a chance to vote fairly. In my op 
this period should be at least for 6 months. When you decide on the exter 
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sion terms, I am sure Eddie, as well as myself and partners, would great] 

appreciate your allowing us to notify the committee and others interested of 

your decision. This would greatly strengthen our hand and increase ou 
ility to influence the committee toward a reasonable course of action. 


Please accept my thanks again for the time you took from a busy day to se¢ 





me With Eddie in South America until November 5 this whole matter is 
my lap, and I have to do as I think he would like me to do to protect the in 
terests of the firm and our clients who own Puget. 


I will be in Seattle at the Hotel Olympic, room 632, or at the Pacific Northwest 


Corp. until 5 Monday and with Jack Corette, president of the Montana Power Co 
on Tuesday I have later informatiton on the makeup of the committee if y« 
can itimet call me Monday. 
With best personal wishes, I am 
_ ( yours 


ALFRED E. BORNEMAN. 


NOVEMBER 2, 1955 
Max, B. T. (Copy, Hasfurther, Spokane) : 

We are going on stockholders committee, Puget Sound. We all think your 
name due to residency in Seattle is best for all concerned, notwithstanding Jack 
Hasfurther’s closeness to Washington Water Power. Expect Witter to go on, 
but we already have agreement from Hornblower & Weeks and White Weld 
so committee will be dignified. Please race your acceptance. 


LEIn. 


NOVEMBER 4, 1953. 
HASF, Spokane Max, B. T.: 
Witter hus now joined stockholders committee, Puget Sound, also Hornblower 
& Weeks, also Shearson & Hammill. We releasing publicity tomorrow morn 
ing. Our representative will be Ed Maxwell due to geographical advantages 
We going full speed ahead now. Tred Miller will spark committee. Please advise 
Kinsey. 


LEIB. 


NOVEMBER 4, 1953. 
From: Stockholders Committee for Puget Sound Power & Light Co. 

Support is being gathered for Puget Sound Water & Light Co. stockholders 
who favor the merger of that utility with Washington Water Power, Edmund F. 
Maxwell, vice president of Blyth & Co., Inc., Seattle, said here Wednesday. 

Maxwell made the statement following the announcement of his appointment 
to membership on the stockholders committee for Puget Sound Power & Light Co 
The shareholders’ group was organized several months ago to further the merger 

‘The decision of the Washington Public Service Commission on October 16, 
which found the merger in the public interest, and its denial Tuesday, of a 
petition for rehearing on the same question, clear the way for an early meeting 
of Puget Sound stockholders to ratify the merger,” Maxwell said. 

Maxwell's appointment to the committee was announced by Laurence M. Marks 
of Laurence M. Marks & Co., New York, chairman. Other new members include 
Frank F. Walker of Dean Witter & Co., San Francisco; Tristan Antell of Horn- 
blower & Weeks, Ine.; Walter Maynard, of Shearson, Hammill & Co., both of 
New York, and Paul A. Murphy, of Oglebay, Norton & Co., Cleveland. 

Other members of the committee are William J. Collins, of William J. Collins 
& Co., Portland, Oreg.; Chandler Hovey, Jr., of White, Weld & Co., and John §S 
Tilney, of Wood, Walker & Co., both of New York. Burns, Currie, Rich & Rice, of 
New York, are counsel to the committee, and Francis Currie of that firm is 
secretary 


BiytH & Co., INC. 


(This memorandum is solely for the use of members of the organization. It 


must not be given or sent to any other person and no part of it may be republished 
or distributed in any form.) 
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PuGET SouND Power & Licut Co 





As you probabl 
ed the stockholders protective committee of Puget Sound Power & Light Co 
ther members in lude: 

Laurence M. Marks, chairman 

Frank F. Walker of Dean Witter & Co 
lristan Antell of Hornblower & Weeks 
handler Hovey, Jr., of White, Weld & Co 

Walter Maynard of Shearson, Hammill Co 

\. Murphy of Oglebay, Norton & Co 
S. Tilney of Wood, Walker & C 


have seen in the press, kd Maxwell, as our representative, h 


\\ fl mit lins of Portland, Oreg 

we of the committee, with which we ire in entl SIASstie ne ad 4 

irly consummation of the merger of Puget Sx nd with Washir 
Power Co., believing it is in the best interests of the stockholders of 
nies The Washington Publie Service C sion on Octobe 15 

e merger in the public interest and on November 3 denied a motion 
PUD’s and others for rehearing of its order Hearings on the merget 
he ed to begin before the Federal Power Commission on November 0 


early favorable decision is expected. 


e recent merger agreement between Puget and Washington expires on No 


19 and, up to this time, the management of Puget has given no indication 
ness to extend the agreement It is highly desirable that stoclzholders’ 
eet rs of both companies be held at an early date The management of Puget 


wn no willingness to set a date for such a meeting. 
stockholders committee is circulating a form among Puget stockholders 


gnature, indicating sympathy with the stockholders committee’s 


alms 





bout the merget The signing of this form will not constitute a proxy 

te at the meeting and signing stockholders will be placed under no obligz 
ex nse and iy withdraw their authorization at any time This is 

ely a method of polling Puget stockholders as to their attitude on consum 
if the merger which we believe should be overwhelmingly favorable In 


nion inertia on the part of stockholders in not making their wishes known 
lefeat the merger 
\ ng the advantages of the merger to a common stockholder of Puget Sound 
r & Light Co. is that each share, upon consummation of the merger, will 
receive, in the stockholder’s discretion, either (@) $27 in cash, or (b) one-half 
} e of Washington Water Power $1.28 convertible preferred ($25 par) and 
e-half share of common. The preferred is convertible in perpetuity, or until 
ed, as follows: For 60 days into 1 share of Washington common; for the next 
in the ratio of 10 share of common for each 11 shares of preferred and at 
reasing prices thereafter If the merger is consummated, the $27 cash pay 
ent which a Puget stockholder may take is substantially above the current 
market for his stock. Those stockholders electing to take the new preferred 

«i common will enjoy the excellent possibility that operating economies and 
rowth in the territory will bring about substantially higher earnings and divi- 
dends for the merged company over a period of time 

\nother important consideration to investors generally is that the merger 
sh d be a strong preventative of socialization of the utility industry, which 

well be the ultimate fate of Puget if the merger is not carried through. 

We strongly urge that each member of our organization inform his clients own- 
ng Puget stock of the situation and, if they feel, as we do, that the merger is 
in their best interests, request them to fill in and sign the authorization, re- 
turning it to us. 





FREDERICK L. MILLER. 


SPOKANE, WASH., November 9, 1958. 
FRANK McLAUGHLIN, 
President, Puget Sound Power & Light Co., 
Seattle, Wash.: 
The Federal Power Commission order of November 5, canceling merger hearing 
set for November 9, states that this action was taken for the reason that an exten- 
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the merger agreement has not been made and no unequivocal represent 

on has been made that it will be extended. Since it seems apparent that Ke 
itility district purchase will not be consummated on November 20, y ee 
eve an extension of the merger agreement should be agreed upon promptly , A ; 
d unnecessary delay in securing an early hearing date and early stockholder t hh 
eetings I hope the extension can be agreed upon prior to our regular boar Ye 
ng on Friday, November 13. me 

We earnestly request early consideration of this matter in the interest as 
he stockholders of both companies and to avoid additional unnecessary time a1 \s 
Xpense s bi 
K. M. Roprnson, Ts 
President, the Washington Water Power Co av 

ver 
rhe 

STOCKHOLDER COMMITTEE FOR ’ 

PuceT Sounp Power & LiGuT Co., 
Vew York City, November 9, 19538 
» L. MILLER, Esq., 

Blyth & Co., Inc., a 
New York, N. Y. ae 

Dear Mr. Minter: I enclose a list of those stockholders of Puget Sound wh It 
ttended the meeting which the committee held on February 6, 1953, or comm eld 
cated with me as secretary of the committee as a result of the publicity on 
mceerning the meeting. I have sent forms to all the persons on this list. ont 


I suggest you check with the other members of the committee in New Yor 
to the names on this list whom you wish to approach personally full 
I enclose an extra copy of the list which you may give to whatever office « 
Dean Witter may be appropriate. 
Very truly yours, 
FRANCIS Curriz, Secretary 


Pucetr Sounp Power & Licut Co, STOCKHOLDERS COM MITTEE 





Luncheon held 12:30, November 9, 1953, at Wall Street Club, 40 Wall Street A 
Room 3: ha 
Frederick L. Miller 
Frank L. Mansell lis! 
Laurence M. Marks (Laurence M. Marks & Co.) ber 
Carl Brown (Laurence M. Marks & Co.) i 
Tristan Antell (Hornblower & Weeks) si} 
Walter Maynard (Shearson, Hammill & Co.) em 
John S. Tilney (Wood, Walker & Co.) 

Francis Currie (Burns, Currie, Rich & Rice) 
Chandler Hovey, Jr. (for Coffee) (White, Weld & Co.) re 
SLYTH & Co., INC., the 

November 9, 19538. e 


Suort, S. D. (copies to Max, ST; Hasf, SK; French, BL; Walbert, BC) : 
As you know, Federal Power has decided not go forward with hearings on 


Puget Sound merger which was scheduled for today. 4 
Reason given is impossibility of consummation of merger prior to expiration 
date of contract November 19. McLaughlin gives no indication of willingness ex 
to extend contract and I am convinced from recent correspondence that he hopeful 
of continuing Puget as independent company, as he believes apparent inertia of = 

Puget stockholders will continue. Fred Miller in East making every effort both ; 
vith our own clients and dealers to obtain authorizations. We assume that es 
pe 


vestern offices following same course and that Witter doing likewise. Will you 
imake sure such is case. We being successful back here with practically everyone Me 
contacted, but big bulk of stock is in West. If we fail to make real showing with . 
McLaughlin he may well hide behind such failure and claim stockholders have 
no interest in merger. Appreciate your help. 
LEI. 
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From Blyth & Co 
NOVEMBER 10, 1953. 

xe WWP-Puget merger. Committee plans to have Currie, secretary, in Seattle 
day morning, November 17, 2 days before expiration date of merger. 
Acreement with as many signed authorizations as possible. Up to this time 
rizations have been slow coming in and would appreciate all fast help. 
You ¢an give not only with our customers but also in lining up dealers jn your 

We should have authorizations in New York not later than Monday 





rning 

\{s we see it, not only is merger in best interests of Puget stockholders but this 

basically contest public versus private ownership utilities and we believe 

er has full backing of utility industry. We have got to deliver on this one. 
e just had good example set by Merrill Lynch. They have 375 holders with 

‘ 0,000 shares and they are working to deliver authorizations by Friday 

ere were sent you last night form letter we are using with dealers, but since 

s so short, pe rsonal contact pr »bably would be preferable. 


FRED BN 





SEATTLE, WASH., November 12, 1958 


t, the Washington Water Power Co.: 


In further answer to your wire of November 9 the Puget directors at a meeting 
today reviewed the entire matter and concluded not to extend the merger 
reement beyond the present termination date of November 19. For your infor- 
ition, the board also decided not to extend the closing date of the district 
hase agreement We are mailing you copy of today’s news release which 
itlines our position. 
FRANK McLAUGHLIN, 
President, Puget Sound Power & Light Co 


News release of Frank McLaughlin, president, Puget Sound Power & Light Co 


NOVEMBER 12, 1953. 
\t a meeting held today the directors of the company unanimously decided 
t in the light of present conditions, there exists no sound basis or justification 
ther extensions of the Washington Water Power merger and the joint 
strict purchase agreements, which presently have termination dates of Novem- 











r 19 and 20, respectively, and consequently Puget will re in business. 
aking this action the directors are keenly aware of primary respon- 
y to stockholders and fully cognizant of their obligations to customers and 
ployees, and as keepers of a public trust 
Among the factors making for the bourd’s conclusion are the followi 
(1) Both the merger and purchase agreements are currently tied up in liti- 
n and there is no likelihood of either being consummated in the foreseeable 
ure For a summary of the situation as to litigation see statement A 
tached.) ‘lhe prospect is one of endless litigation and absolute stalemate, with 
le opponents of the purchase resolved to effect its death knell and the opponents 


ger equally resolved to kill it off. 
the face of such determined and relentless opposition by powerful antag 


ists—irrespective of the time period of any extensions—there could be no 
ssurance of ultimate performance under either of these agreements. As a result 
these circumstances it is obvious that no useful purpose would be served by 
tending the agreements. Doing so would have the effect of misleading stock- 
ler raising false hopes as to the consummation of a merger or pur 


e is no other alternative to Puget continuing to operate for a pro 
ndefinite period of time anyhow, and in the meanwhile conditions 

d materially change—as indeed they have since a price tag of around $27 

hare cash was placed on Puget’s common stock over a year ago. The com- 

hy’s outlook has substantially improved, the climate in which it operates is 
much healthier, and its overall position the strongest in its history. 
further, as a practical matter, there is no basis for extensions which would 
vy to both of t 











he parties seeking to take over Puget’s property. It 

pro} a t 
ud seem that the merger and purchase proponents should be realistic enough 
ecognize the enduring existence of a hopeless deadlock. 
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Chis ipany cannot be expected to dwell forever and a day in a twilig 
zone as to its status—being neither in or out of business, and in reality tryir 
to function ina vacuum. Under such circumstances no organization can measu 
ip to its obligations to stockholders, customers, and employees, and play it 
proper pa the growth and development of the area it serves. Puget mu 


becoming the innocent victim of the stalemate. 
(2) It is becoming increasingly clear that the people of western Washingt 
re fed up with ceaseless bickerings, legal snarls, turmoil, and strife—whic 


} e afflicted them powerwise for some time. 

Aftei eighing the various alternatives in view of the changed conditions 
there | developed in Puget’s service area What has all the earmarks of 
popular demand that Puget neither merge nor sell its property—that it remai 
n business Chis is tangibly evidenced by numerous hewspaper editorials, an 


vy expressions from men and women in all walks of life (public officials, cus 
tomers, stockholders, civic leaders, housewives, big and little businessmen, pr: 


fessionn en, and SO On), 


It must be recognized that it is the people in the area affected and their electes 
pul offic s who make the decisions, provide the climate and determine the 
destiny of a public utility. To profitably and successfully operate for the bene! 
if stockholders, a utility must have the good will, confidence, and support of the 

CO] t serves, Attempts to cram down the throats of the people things they 
don't int are doomed to failure. 


(3) Puget became a party to the purchase and merger agreements in the light 
of the conditions then existing—muainly because it Was indicated or represented 
that by such acts all stockholders who so desired might be afforded the oppor 
tunity of disposing of their stock so as to obtain around $27 per share cash by 
the consummation of either transaction within a reasonable period of time. Sucl 
has not proven to be the case, and because of Current and threatened litigation 
the merger and the purchase have absolutely stalemated each other. There is 
no end in sight so far as the maze of litigation is concerned—and hence no just 
fication for an extension of the agreements. In the meanwhile, as a result of the 
increased market price of Puget’s stock in the latter part of 1952 and during 
1953 (high around S27 per share in the spring) stockholders were enabled t 
dispose of their holdings if they chose to do so on an advantageous basis. 

festimony brought out at the merger hearing before the Washington Commission 
ly shows that from financial, present self-sufficiency of power supply, ant 
standpoints—Puget is a strong entity, and on the basis that other electi 
es are selling for on the market—and purely as to intrinsic Value—Puget’ 
non stock is certainly worth in excess of $27 per share. 





he Washington commission’s merger hearing, Mr. Fred Kleinman (chief 
of accounts and finance of the Illinois Commerce Commission and a witness for 
the intervenors) stated that “For the long pull Puget’s common stock is wort 
more than Washington’s—is superior, the present stock market evaluation to the 
contrary notwithstanding—the course will be that the difference (in marke 
prices) will be narrowed and Puget will overtake and ultimately turn out with 
higher market value than WWP.” He further said he feels that the important 
factor in a regulated industry should be the amount of property behind the 
stock (book value of Puget’s common: $25 per share; WWP’s: around $16 


In view of its present exceptionally good equity position (60 percent) Puget 
has a large debt-issuance potential and based on evidence in the merger hearing 
could finance $30 million (resultant debt ratio only 55 percent) or more of new 

mstruction th borrowed money at a net cost, after Federal income taxes 

current rate) of less than 2 percent. On the premise that the company i: 
entitled to no less than an average return of around 6 percent on its net book 
cost of the property, annual earnings for the common stock could be substantially 
increased over a period of time as additional debt is created for new property 
tf percent on $50 million or larger amount). 

In their petitions to the Washington commission for reconsideration and 


rehearing (denied November 3) and subsequent appeal to the superior court of 


Thurston County for a writ of review of the lengthy merger proceedings and 
the order of the commission (writ issued November 6, 1953) the intervenors in 
the merger hearings, in addition to setting forth numerous allegations as t 
errors of fact and law, point up the broad question as to whether such purely 
negative findings of the commission would be finally upheld as suflicient justi 
fication for a merger. 


®. 
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\ 9 ‘ les of substance raised are the sizable ot l 
‘ lers, the s of Puget’s rege ce SSU e | seqnent 
pital costs and required higher rates, and the absence i showing 
nan eture f the hnerged com] \ 
hese allegatlo seem to imply is that the Puget stockholde who desires 
se stock would be getting a pig in a poke—that there is no way for 


ckholder to appraise the merits of the stock he would receive in the 
orporution from the standpoint of debt ratio, book value, and earning 
it is felt that in no event should Puget shareholders be asked to 
ock without knowing what the permanent capital structure of the 
pany is going to be 
Wis an excellent capital strueture—it being approximately 40 percent 
GO percent common stock and surplus, while WWP's capital structure is 
TO percent debt, 30 percent common stocl imi surplus (around the 
debt ratio of any major electric-operating utility in the country). An 
s shows the average of the capital structure of about 100 United States 
itility companies for the year 1952 to be 51 percent debt, 14 


red stock, and 35 percent common stock and surplus. 


percent 


r the merger terms—on the basis of temporary financing by means of 


al good until April 80, 1954—the debt ratio of the merged company 

d rv from around 70 percent to 55 percent. No one knows what the 
structure of the merged company is to be after April 50, 1954, when 
nent financing must be accomplished. Evidence presented at the hearing 

e the Washington commission and allegations set forth in the intervenors’ 


show that the merger terms Contain too many variables and uncer- 
es to be workable. 


Attachment A, November 12, 1953 
SUMMARY OF SITUATION AS TO LITIGATION 


As the first step in an announced program of legal actions which seek to block 
proposed merger, the intervenors (five public utility districts, the Washing- 
Publie Utility Districts’ Association, the State Federation of Labor, A. F. of 

l.., the State grange, and the Jefferson County Telephone Service, Inc.), in the 

roceedings before the Washington Public Service Commission on October 26 

ed with the Commission a petition asking for a reconsideration and rehearing 
the October 16, 1953, order (denied on November 3) Three days later 

November 6) the intervenors filed in the Thurston County superior court their 

tition for review of the Commission’s order and the court directed the issuance 

a writ for the purpose of reviewing the entire record of the lengthy proceed- 
ngs and the action of the commission. It will be months before the superior 

rt is likely to dispose of this review and the intervenors have stated the 

propose to appeal any adverse superior court decision to the State supreme 
ourt, if necessary, to block the merger. 

Before the merger could be consummated, it must also be approved by the 
Federal Power Commission. The FPC had fixed November 9, 1953, as the date 
r commencement of hearings in Washington, D. C., on the application of WWP 

approval of the merger, but following from a motion filed by the intervenors 

EPC, on November 4, ordered an indefinite postponement of the hearing. 
The intervenors have indicated that if the FPC approves the merger they will 

tigate it to the highest tribunal, if so required. The Chelan Publie Utility 
District (one of the intervenors) has expressed concern as to the fate—under 

nerger—of the Rock Island project, in which it has invested around $30 mil 
and has indicated opposition to the transfer of the FPC license held jointly 

by the district and Puget, to the surviving corporation. 

There is also the possibility of stockholders’ and other lawsuits being brought 
omewhere along the line because, if the will exists, it seems from past experi- 
ence that such a transaction as a purchase or a merger can be endlessly litigated 
The opponents of the purchase appear resolved to effect its death knell and the 

pponents of a merger equally determined to kill it off. 

While the State supreme court decision of September 10, 1953, upheld the 
validity of the joint district purchase agreement—the Kitsap case is still pend 
ing, and it is indicated in this action an amended complaint is to be filed—pre 
sumably raising new issues. There has also been intimations that the oppo- 
nents of a purchase will, if the situation requires it, attack the purchase agree- 
ment in the courts on the grounds that more than a reasonable time has elapsed 
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since the stockholders’ vote of October 27, 1952. It therefore appears that tl] 
joint district purchase would be bogged down in litigation for a prolonged ar 
indefinite period. 


ABRAHAM & Co., 
New York City, November 13, 195 
S30ARD OF DrrREcTORS, PUGET SOUND POWER & LIGHT Co., 
Seattle, Wash. 
(Attention: Frank McLaughlin. ) 

Our clients and we are deeply disturbed by failure extend merger agreeme! 
Your action appears completely irreconcilable with decision in April to merg 
and with many statements that company is faced by disaster if forced contin 
independent! View of our years being stockholders, and our most friend 
personal relations, believe are entitled reply senior partner Bleibtreu’s lett 
October 26; also feel should receive detailed reasons how situation has change 
so abruptly to justify complete turnabout. Are afraid must consider reasor 
given in press releuse to be rather vague while reasons formerly given for ir 
bility to continue independently were most specific. Please reply, also stat 
expected earnings 1955 excluding nonrecurring surcharges and other iten 
Kind personal regards to Frank McLaughlin from Bleibtreu, Goldfluss, Winte1 





ABRAHAM & CO., 
Wembers, New York Stock Exchange. 





ABRAHAM & Co., 
New York, N. Y., November 13, 1953 
Mr. KINSEY M Rosi NSON, 
President, the Washington Water Power Co., 
Spokane ‘ ia ash. 

DraR KINseyY: I am enclosing herewith copy of a telegram which we sent toda 
to the board of directors of Puget Sound. 

We had a very pleasant tall: today with Mr. Leib, of Blyth & Co., in which Leor 
pointed out to him that although we might not, at this time, give him authority t 


represent us, we were in full sympathy with all the purposes and intentions of 


the committee and that we would at all times cooperate with them. We als: 
stated that it might be very possible that if we are not actively on the committee 
we might be able to perform a more valuable service and act in a more effectiv 
manner toward the ends which we all desire. 

In other words, if we are on the committee, we can throw our weight in wit! 
them; if our stock is not represented by the committee, we will ourselves repre 
sent it as well as the stock of our clients and I feel that we can perform a ve 
important function in that way. 

In any event, as I told you, you know we are backing you all the way. Don’ 
be downhearted ; you have done a tremendous job so far and the last card has no 
yet been played by a long shot. 
est regards, I am 





Jacosp BLeierTrev. 


Burns, Curriz, Ricu & RIce, 
Nove mibe 7 13, 1953. 

Attached release sent via Western Union to following papers: 

Mr. Thomas Swift, financial editor, the New York Times, New York, N. ¥ 

Mr. ©. Norman Stabler, financial editor, New York Herald Tribune, New 

York, N. Y. 

Financial editor, Associated Press, New York, N. Y. 

Copies mailed to financial editor, United Press Associations, 220 East 42: 


Street, New York, N. Y¥., and Mr. Leslie Gould, financial editor, New York 


Journal American, 220 South Street, New York City. 
[For release Friday, November 13] 
STOCKHOLDERS COMMITTEE FOR PUGET SoUNpD Power & LicHT Co. 


The stockholders committee for Puget Sound Power & Light Co. will not aban 
don its efforts to bring about a merger with Washington Water Power Co 


ste 


ch 


1) 


thi 


th 


hs 


al 


he 
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ng to Laurence M. Marks, chairman of the committee. His statement 


i yesterday's action by the Puget Sound directors breaki1 the pending 
y failing to extend the termination date of the merg a elent 

1 November 19 
stockholders of Puget Sound Power & Light Co. are profoundly shocked 
iction of the directors in denying stockholders the ght to vote on thr 


so] merger with Washington Water Power Co.” Mr. Marks stated ‘This 


agreement was unanimously accepted by the Puget Sound directors 
l, and less than a month ago the Washington Public Service Commission 
ed it in the public interest without any qualifications whatever Instead 
ting stockholders to vote on the adoption of the merger, Mr. McLaugh 


ind his board have arbitrarily decided to terminate the agreement in spite 


eneral desire of stockholders to put the merger in eif« 


wkholders committee has been soliciting authorizations in favor of the 
er from Puget Sound stockholders, and Mr. Marks reports that they have 
i wide support from holders in all sections of the country, including the 

ved by the company. The committee will meet again early next week 
f e on its future plans. 


PUGET SoUNp Power & Licnr Co 


Seattle, Wash., Novembe 19. 1953 


Rainier Club, Seattle 4, Wash. 


Dear Mr. Currie: Lowell P. Mickelwait, general counsel, and Wendell W 
k, secretary, fully reported to and discussed with seven of the directors (all 
‘the Puget Sound Power & Light Co. their meeting with you yester 


As you are counsel and secretary of the stockholders commi this was 





d the appropriate way to proceed with respect to your telegrams of Novem- 
er 16, 1953 
fhe directors have been advised by our counsel and secretary that you did not 
terday advance any additional basic factors to those previously presented 
f which the directors were cognizant when the November 12 decisions as 
ie merger and purchase agreements were made. 
It is helieved that the stockholders whom you claim to represent are not 


ware of the absolute stalemate which exists, nor do they appreciate that the 
th current and threatened litigation and practically buried 
i esnread opposition. 
There can be no justification for “locking” stockholders in on a vote for an 
definite and prolonged period of time, when not only the choice made but the 
asic merger terms themselves could prove unacceptable and detrimental because 
of changed conditions in the interim. 

[t is the considered judgment of the directors that it would be detrimental to 
tockholders to keep agreements covering the disposition of the property alive 
| indefinite periods of time. In the meantime conditions could 


r prolonged ant 
r prol ged anc 





‘ as indeed they have since a price tag of $27 per share was placed on 
Puget-’s stock over a year ago. It is the present feeling of directors, because of 
the substantially improved outlook for the company, and other factors, that the 
company’s stock should be worth more than $27 per share. 
Puget’s directors appreciate their responsibilities and their only objective is to 
continue to protect and advance the welfare of all company stockholders. 
Very truly yours, 
BOARD OF DIRECTORS, 
By WENDELL W. Black, 
Se cretary. 





‘elegram sent by Mr. Currie in answer to attached letter from board of directors of 
Puget Sound] 

Reference Puget directors’ letter to me of November 19. I understand from 
this you do not consider it a basic factor that stockholders of over 500,000 shares 
have signed authorizations favoring merger and wish an opportunity to vote. I 
also understand you refuse to meet with me personally on behalf of these stock- 
— If I am incorrect on either point, please advise me today at Rainier 
Club. 


FRANCIS CURRIE. 
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Cart M. Loes, RHOADES & Co., 
New York, N Y.. November 18, 1953 


Pucer Sounp Power & LIGH1 


After several days of trying to get through a connection with Seattle, I had 
conversation with Mr. McLoughlin this morning. While a discussion of tl 
nature over the telephone is not too satisfactory, he brought out a number 
points which I will summarize rather fragmentarily, as follows: 

1. The litigations by the PUD’s, the public power boys, and the labor faction 
and the State Grange may very well prevent a merger with Washington Wats 
Power for a long time to come and, therefore, in the opinion of his board, thers 
was a compelling reason to break off the merger arrangements at this time. 

2. There has been an enormous swing toward private power in the State « 
Washington since November 1952 and the possibility of reattracting PUD faci 
ities back into private hands is not to be ruled out, but it is somewhat prematu 
to consider it at this time 

Che State has sectional patriotism and the western portion of the Sta 
where Puget Sound is located is antipathetic, to say the least, to join Washingt 
Water Power, which is in the eastern portion of the State, because they want 
have their own power for their own uses and not be involved in the merge 
arrangement. The Governor is also opposed to the merger. The mayors of 
number of cities have written opposing the merger. The Public Service Cor 
mission only gave a negative opinion in favor of the merger stating that it di 
not hurt anybody but it did not establish positive values for the merger. Thes: 
are, of course, the sentiments of Mr. McLoughlin and have to be analyzed t 
distinguish actuality from emotionalism. 

4. The company has not made its Bonneville contract for 20 years because, it 
the opinion of McLaughlin, the contract as now offered is not so satisfactory as it 
could be, and he is going to sit down with the representative of Bonneville an 
try to work out a more favorable arrangement. Bonneville power costs about 
17 cents per kilowatt per year. 

5. The Seattle plant is now selling power at dump rates—4 mills—as against 
1144 cents for the system and as soon as this power can be allocated elsewhere it 
will redound to the benefit of Puget. 

6. Shell Oil is putting up a refinery at Anacorda and Puget is negotiating wit] 
Shell to utilize waste petroleum product as fuel for a powerplant which would 
give them very cheap power. 

7. Puget has hydroelectric sites and has the financing capacity to develo] 
these in the future. With a 60-percent equity ratio, they could do $90 million 
to get down to a 30-percent ratio. 

8. McLoughlin cited certain important utility experts who testified that Puget 
was more strongly constituted than Washington Water. One of these men is 
Kleinman, an accountant with the Illinois Power Commission. I asked Me- 
Loughlin to send us this testimony so that we could look at it. 

9. The Rock Island plant, which has a present arrangement with the Chelan 
PUD, sells back to Puget 30,000 kilowatts in 1955 and goes up to 120,000 kilowatts 
in 1957 at a cost which compares favorably with Bonneville. 

10. At the Baker and White plant the potential is 50,000 to 100,000 kilowatts 


for the new plants and the existing capacity can also be increased. 
11. He has not had time to make a projection of earnings since the exigencies 
of battle have been overpowering, but as a guess estimated $1.80 for 1954 as 


feasible and this would be on a straight earnings basis without any surcharge 
for steam power such as took place in 1953 on account of water shortage. 

McLoughlin thought that the company had benefited greatly by having PUD's 
set a total price for Puget which gave plant facilities a floor value in any con 
demnation proceedings and this was protection to the fundamental position of 
the stockholders. It does not preclude getting a great deal more should such 
an eventuality arise as reproduction value of Puget is over $200 million. 

There were many other points discussed but it is difficult to set them down 
accurately. McLoughlin says that he has been pessimistie in the past but over 
the past few months feels that the future of Puget as an independent entity is 
very great, that it is important to capitalize on local and regional sentiment, that 
the petroleum plants under development and possible chemical developments of 
the future, all presage a good long-term growth aspect for the territory, and that 
with the 60-percent equity base Puget is in an enviable position to finance any- 
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foreseeable wit ut equity dilution and thus is in a better position thar 
yg Water Power, which has 70-percent debt. 
MeLoughlin that we had 56,000 shares of stoek whicl ere our 1 
ad, that we were keenly interested in the future of Puget nd that we 
ted to be posted as to what is taking place, what he has in mind, a1 as soon 
have a construction forecast and an earnings estimate so t t we 
ee where we stood in regard to the situatio1 
1. G. E RPI 
Burns, Currir, R1 &R 
New York, N. Y., N ml 
ScHLOSSER, Esq., 
& Co., New York, N.Y. 
I) : Mr. ScHLOSSER: I enclose for your consideration a draft of a proposed 
stockholders. I am also sending a copy to Mr. Marks. When I have 
( ents I will clear the revised draft with other members of the « 
‘ rt ge for printing 
rl orms to be signed by stockholders requesting a stockholders t arel 
idy, and I will arrange with Fred Miller to have the copies for your office 
Kked up 
= cerely 
I ANCIS CT I 
STOCKHOLDERS COMMITTEE FOR PUGET SOUND POWER & I CX 
November 27, 1953 
Vinelholde sof Puget Sound Power & Light Co.: 
s letter will serve as an interim eport of the activities of the stockholders 


ittee for Puget Sound stock. 
{s you are doubtless aware, on October 16, 1955, the Washineton Publis 
Sel e Commission authorized and approved the merger of Puget Sound with 
Washington Water Power Co., finding that the joint agreement of merge 


ted April 8, 1958, would promote the public interest and was not detrimental to 
estors, consumers, or employees. Your committee thereupon urged the Puget 
Sound management promptly to submit the merger proposal to the stockholders 
ir their ratification 
lor several weeks the management procrastinated, issuing statements to the 
‘al effect that the outlook was confused, despite the unequivocal findings of 
the public service commission. Finally, on November 12, 1953, the Puget Sound 
rectors met and voted not to extend the termination date of the merger beyond 
November 19, 1953. It was obviously impossible to have effective stockholder 
ation prior to that date 


Che stockholders committee immediately undertook to mobilize the support of 














kholders in favor of the nerger. Forms were prepared for the sig of 
ockholders, authorizing the committee to take such steps on behalf of the ste - 
ders us might be appropriate to facilitate the merger By November 19, 
lders of over 500,000 shares of Puget Sound stock had indicated in writing 
pport of the merger, truly a remarkable result in view of the limite 
e and resources available to the committee, which did not even have a stock- 
While tl e signed authorizations were still coming in, the committee sent its 
V to we ttle to urge the management to recons ler. Before leat ng, the 
I red each individual director that he wished to meet with them. On 
riving in Seattle, the secretary found that his requests for a meeting ha 
ferred to counsel for the company. The secretary met with these counsel on 
November 18, presented evidence that he represented stockholders with almost 
00,000 shares (authorizations received by the time of this conference), and re- 
quested that the directors reconsider and submit the merger proposal to a vote 


ST OC kh ride rs. 

following day, November 19, the Puget Sound directors met again, and 
fter hearing their own counsel but denying a hearing to the committee’s secre- 
cided that no additional basie factor had been presented and refused to 
consider their decision not to extend the termination date of the merger agree- 

















4568 STUDY OF THE ANTITRUST LAWS 


ment. When this information was communicated to the committee’s secretar 


he sent the following telegram to each member of the Puget board: 
“Reference Puget directors letter to me of November 19. I understand fror 
this you do not consider it a basic factor that holders of over 500,000 shares ha 


signed authorizations favoring merger and wish an opportunity to vote. I al 
understand you refuse to meet with me personally on behalf of these stoc 


holders. If I am incorrect on either point please advise me today at Rainie 


No reply was ever received from any member of the board. 
And so this joint agreement of merger, which had been painstakingly negotiats 
by the managements of both companies, formally approved by their directors, a1 


if 
then approved by the Washington Public Service Commission, died through lap 
1 








of time on November 19, 1953, without ever being submitted to the stockholder 
for their yote. Your committee is, to put it mildly, shocked to report to you tha 
the Puget Sound directors have seen fit thus arbitrarily to terminate the merge 
when almost 25 percent of the outstanding shares have requested an opportunit 
to vote. The committee is convinced that the stockholders will not view suc] 
arbitrary action lightly. 

Despite this setback, your committee has not and will not abandon its effort 
to bring ahont a merger with Washington Water Power Co. on terms satisfactor 
to the Puget Sound stockholders. Happily it can be reported that the director 
of Washington Water Power have formally announced that they are still willing 
to negotiate and consummate a merger “in the interests of the companies, the 
employees, and the public,” despite the action of the Puget directors. You 
committee will continue its efforts to seek a merger proposal that will merit thy 
favorable action of Puget stockholders when they are given that opportunit 
to express their wishes which cannot forever be denied them by an arbitrary 


management. 

One of the main objectives of this committee has been, and continues to be, 
active resistance to any acquisition of Puget Sound properties by public-power 
bodies. Mr. McLaughlin's declaration for independent operation of Puget Sound 
is viewed with great skepticism. Stockholders will recall his announced attitude 
that independent operation was impossible when he sought to sell out to public 
power bodies. He is again referring to the activities of public utility districts 
in justification for dropping the merger. In the judgment of the committee, the 
outlook is best expresed in a recent report by Standard & Poor’s, a nationally 
known statistical service: “Without the merger we can expect renewed activity on 
the part of the PUD’s to acquire the company in toto, or in part, through 
condemnation.” 

The committee would like to take this opportunity to thank all those stock- 
holders who have supported its efforts. It cordially solicits from stockholders 
their views and suggestions. This committee will continue to work for the best 
interests of the Puget Sound stockholders, and will report to the stockholders 
from time to time on the progress of its activities. 

Very truly yours, 

For the committee: 

FrRANcIs Currie, Secretary. 





SLYTH & Co., INC. 


(This memorandum is solely for the use of members of the organization. It 
must not be given or sent to any other person and no part of it may be republished 
or distributed in any other form.) 


DECEMBER 7, 1953. 
PuGcet Sounp Power & Licurt Co. 


A number of Puget Sound Power & Light Co. stockholders here have received 
forms inviting them to join in a demand for inspection of Puget’s stock and 
transfer books. The purpose, according to the form, is to enable stockholders to 
“communicate with each other and to solicit proxies for use in connection with 
meetings of stockholders.” 
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. kholders signing the forms were asked to make Burnsk, [sic] Blake & 
Coston law firm. their attorney and agent for inspection of the books. 
e apparently is part of a proxy fight for control of Puget in an attempt 
te a merger of Puget into Washington Water Power Co. 
STREET JOURNAL, 
December 7, 1953. 


PuGer Sounp Power & Licur Co., 
Seattle, Wash., December 7, 1953 
I JACOB BLEIBTREU, 
jbraham & Co., New York, N. Y. 


‘Rk JACK: I sincerely trust that our November 6 and November 223 letters 

ckholders, together with the pamphlet which accompanied the latter, have 

shed satisfactory and adequate answers to the basie questions raised in 

tter of October 26 and wire of November 14. My telegram of November 23 

ve you the reasons why I had not replied earlier. I was not in a position to 

intil the board acted, and also felt you should have time to give thoughtful 
deration to the November 23 letter and pamphlet. 

\s there has been considerable misrepresentation, confusion, and misunder- 

nding, IT am in hopes that the letter and pamphlet will serve to clarify the 

n for you and the other stockholders 

g a very intelligent and well-informed person, I am sure you appreciate 

i. tremendous change took place in this country with the landslide victory 
Iisenhower on November 4, 1952. I was cognizant of this when I prepared 
stockholders’ report, because therein it was emphasized that—on 

mnt of the changing picture—anv disposition of the property was secondary 

surance that the final outcome is the most advantageous one for com- 

shareholders. I foresaw a vastly improved outlook for Puge areholders, 

I will frankly admit that I have been amazed at the tremendous popular 

nd that developed for the company’s continued existence. In my 42 years 
tv business, I have never seen anything like it 

After reading our November 23 letter to stockholders, and the accompanying 

mphiet, it should be perfectly clear to any right-thinking person that the 

rectors had no alternative to the action they took if the best interests of 
Puget’s stockholders were to be served. I am sure you appreciate that, having 
en the best years of my life to making Puget what it is today, I am certainly 
soing to continue to protect and advance the welfare of company stockholders. 
[ think the whole situation is best summed up by the following quotation from an 
editorial which appeared in the Bremerton Sun on November 18: 
The plain, blunt fact which we see in both the PUD and WWP failures to 
purchase the Puget system is just this: 

The average user of P. S. P. & L. power is satisfied with service and rates. 

“Why should he change? 

“We don’t think either the PUD or WWP gave him any good answers to that 
very simple question.” 

As you are a large stockholder of Puget and influential with the stockholders’ 
ommittee, I would suggest that you counsel its members to stop, look, and listen. 
This committee should realistically and objectively appraise the situation before 

makes uny move which will cause irreparable damage to Puget and its stoek- 

lders, to the members themselves, and to the cause of the private utilities. 
There is absolutely nothing the committee can do under present conditions which 
will benefit Puget stockholders. There is no victory it can win. A proxy fight 
will do more to wreck the company and destroy private power in western Wash- 
ngton than public power itself has been able to do. If the committee initiates an 
internal scrap among Puget shareholders. it is assuming a grave responsibility 
for dire consequences and, among other things, inviting a multiplicity of lawsuits. 

It is felt that the following are some of the facts of life which should be faced 
up To: 

1. It has been clearly evidenced that the people of western Washington do not 
want a merger. This simple basie fact cannot be ignored. Even if it were pos- 





t 
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sible to cram a merger down the throats of the people, the climate in which 
merged col pany would have to operate would be so hostile as to make the venturs 


fat All one has to do is to remember the so-called Seattle streetcar steal 
It took Puget a quarter of a century to get out of the doghouse and to wipe out the 

tfer, antagonistic, anti-private-power sentiment. No utility can hope to profit 

I operate for the benefit of stockholders in defiance of the public’s wishes, 

2. Attempting to kick out Puget’s directors and putting in a board which would 
be mere puppets of the committee and WWP is not going to be bring about 
merge! It would make a merger an impossibility. As a practical matter, the 
merger has been a dead duck and lost cause ever since formidable opposition to i 
was nade know! People seem to instantly rebel at the idea of creating a bigger 
monopoly Under present conditions any effort to put over a merger is doomed to 
failure, in view of the Governor’s statement of November 13 and the scope and 


strength of the antimerger sentiment in western Washington. 


Because the commission’s merger order, a movement is now current to have 
the present law, under which the members of the commission are appointed by the 
Governor, Changed so that they will be elected by the people. It is evidenced on 

sides that the power issue is going to be a hot one in the 1954 and 1956 elec 
tions in this region—-the Democrats feel they have a “natural’’—and it is certain 


that the Republicans are not going to make themselves more vulnerable to attack 
than they are at present by going along with a merger in the face of the tre 
mendous opposition which exists, and in defiance of the public’s wishes. Under 
present circumstances-—with 1954 a very important election year—a merger is 
political dynamite, and this basie fact should be appreciated. 

3. It has been demonstrated in various ways that a merger between Wash 
neton and Puget does not possess the basic merit essential to its becoming a 
reality Even though the Washington Commission approved the merger, its 
findings were largely of a negative nature, to the effect that a merger would 
not be detrimental to stockholders, customers, and employees. It is questioned 
in certain quarters whether such findings would finally be upheld in the courts 


as consituting a proper basis for a merger. It is strongly argued that a merger 
s only justified if it brings real tangible benefits to all concerned. 


if one sticks to fact, ignores fiction, and realistically and objectively ap- 
praises the current situation, he is bound to admit that an effective case cannot 
be made for a WWP-Puget merger. There are too many arguments of one 
kind or another which carry weight that can be made against it, and because of 
the hostile attitude of the people of western Washington, such a merger could 
not be expected to be a success from the stockholders’ standpoint. Further, it is 
indicated that the proposed merger terms contain too many variables and un- 
certainties to be workable 

ft. An internal stockholders’ scrap—instigated by the committee—would play 
right into the hands of the public-power forces and would bring about the demise 
of private power in western Washington—if not in the whole State—quicker 
than anything else that could be done. Such a scrap would be bound to have a 
bad effect on the whole private utility industry just when it is achieving its 
proper place in the overall picture under the more favorable power policies of the 
Kisenhower administration. 

It should be appreciated that Governor Langlie, who is close to the Eisenhower 
administration, is carrying the torch for the Idaho Power Co.’s proposed develop- 
ments on the Snake River. Governor Langlie does not want a merger and any 
ittempt to cram one down his throat could well result in alienating his support— 
which would be a great loss to the cause of private power. 





Vv attacking Puget’s directors, the committee would be destroying their own 
investment and cutting their own throats, as well as those of the other Puget 
stockholders ; it would be a suicidal act. There positively exists no basis what- 
soever for a move to oust Puget’s directors Such a move would have to be dic- 
tated by motives other than the welfare of Puget stockholders—such as the an- 
ticipated profits to be obtained from financing the merger—promises as to fi- 
nancing plums by other companies, and the application of pressures by Ebasco 
Services, and the like. Investment banking and brokerage houses have much to 
lose and nothing to gain from an attempted ouster of company directors in the 
face of the record that has been made on behalf of Puget stockholders. Such 
financial firms cannot afford to have their reputations tarnished. 

Any attempted ouster of Puget’s directors would terrifically boomerang to the 
detriment of the company in western Washington—would stir up a hornet’s nest 
of indignation and resentment, and provoke the crushing wrath of publie opinion. 
It would give the public agencies an excuse to activate their condemnation cases, 


t 


n 
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e Democrats It could well result in reprisi 
WWP. From every standpoint such a move would be injurious and 





ve to stockholders, and it is the last thing which should happen from 
dpoint of the utilit industry The stockholders committee should 
heir fight right now Commonsense and good judgment should prev 
ve to the request in your wire of November 14 that “we state expected 
g or 19538. exeluding nonrecurring surcharges and other items.” I am 
say that we are unable to do this. I know of no way to appropriate 
Puget’s 19535 estimate of net earnings the specine effects of major plus 
s factors I believe that the answer you are seeking is best obtained 
outlook for 1954 As set forth in our November 6 letter accompanying 
mber 16 dividend, surcharge revenue for 1953 amounted to S924,302 
which must be weighed the loss in revenue from power sales to the city 
S tle (contract terminated February 2s, 19 ), which for 10 months of this 
ount to around 81,200,000 
Other unfavorable factors inelude the effects of customer curtailment in the 
electricity excess power costs not compensated for by the surcharge 
higher operating expenses due to substantial storm damage. ‘These adverse 


s would total a sizable amount in dollars. The net effect of these plusses 
inuses will be reflected in the vear’s results, but the various individual 

rs are not susceptible to specific dollar evaluations 
As the situation looks at present, our forecast of earnings for both 

1954 is around $1.85 per share 

On the basis of the changed conditions and the testimony presented at the 
‘ings before the State commission—and what other utility stocks 
rr on the market—I am convinced that Puget stock should be worth 
more than $27 per share. As a matter of fact, with a book value 


the years 








$ hare—the demonstrated ability to obtain substantially more than net 

k in forced sales of property I cannot understand why the market price 

f Puget stock is not considerably more at present I would certainly rather 

wh Puget than WWP common, and if the latter can sell for around $26 plus, 

Puget, it seems to me, should sell appreciably higher. I was interested to observe 

nan article appearing in the November 1953 issue of the Analysts Journal, 

cle he Value and Market Prices of Electric Utility Common 
» Cl Jr., concludes as follows: 





In summing up, it appears reasonable to conclude that for a company with a 


il capitalization structure (Puget has an exceptionally good capital structure 
W i large debt potential) and a growth rate approximately that of the industry, 


n average market price premium of 40 percent above book value is reasonable.” 
I believe that the following tells quite a story: 





Book value of common stock Jan. 1, 1948 _ c $10. 00 
jan. 1 to Oct. 31, 1955 (10 years, 10 months): 
Earned per share of common stock 21. 53 
Increase per share from sale of property 5 6. 46 
Paid in dividends per share eis ‘ ; 10. O8 
Increase in book value per share ; rth 14. 97 
Total book value Oct. 31, 1953______ s ‘ately sai ia iad 24. 97 
I am working up, and will send on to you as soon as it is ready, certain infor- 
mation as to Puget’s earning potential which I believe will please you. As things 
tand at present I am very optimistic about the future 


With warm personal regards to you, Si, and Mr. Goldfluss, I am, 


Sincerely, 


FRANK MCLAUGHLIN, President 


P. S—I am attaching hereto editorials subsequent to those which appeared in 
e pamphlet which was sent to stockholders with the November 23 letter. 


DECEMBER 7, 1953 
Mr. Pact B. HANRAHAN, 


Hanrahan dé C'o., Woreeste r, Wass 
Dean Mr. HANRAHA Thank you very much for sending the signed appli 
tions They will be very helpful 
There have already been filed with the clerk of the company in Boston appli- 
cations representing over 150,000 shares of Puget stock. and we are hopeful 
that the amount will be increased to perhaps 200,000 shares. ; 
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The stockholders committee is in the process of increasing its membersh 
over and above the names on the attached letter by the inclusion of Kidde 
Peabody & Co., J. A. Hogle & Co., Carl M. Loeb, Rhoades & Co., and Abraham 
Co. We do not have any membership on the committee specifically from t} 
New England area, and I am writing to inquire if, in view of the substantial hold 
ings of your clients and yourself, you would be receptive to becoming a con 
mittee member. 
Very truly yours, 
FREDERICK L. MILLER. 


PUGET SOUND PowWER & LicuT Co., 
Seattle, Wash., December 17, 1953 
Mr. E. K. THOMPSON, 
Verrill Lynch, Pierce, Fenner & Beane, 
New York, N. Y. 

Dear Ep: It is a tremendous comfort to me to have a good pal like you, an 
[ sure appreciate your heart-warming letter of December 7. You sure are a great 
help and the information and suggestions you give me are invaluable. The thing 
you suggest doing are grand ideas. You certainly know your “onions.” I only 
wish there were more than 24 hours in each day. 

I have delayed replying to your letter of December 7 until I could finish up and 
send along a statement “Puget Potentials” (three copies enclosed). I believe 
that you and your associates at 70 Pine will be very much interested in reading 
this statement. It is quite impressive as to the future possibilities of Puget 

Iam glad that Merrill Lynch does not have a member on the so-called stock 
holders committee. I think that sooner or later this committee is going to get 
into real trouble. I don’t believe that investment banking and brokerage house 
have any place on such committees, and are vulnerable from various standpoints 
such as profits to be derived from the merger financing, other promised financing 
and pressures exerted by WWP and Ebasco Services. The committee’s activities 
are analogous to a fellow whose automobile is hopelessly stuck in quicksand try 
ing to get to his destination by sitting in the vehicle and running the engine 

It is inconceivable to me how anyone in his right mind can think a merge1 
could be accomplished when it is opposed by the governor of the State, 2 United 
States Senators, 4 Congressmen from western Washington (3 Republicans), the 
State federation of labor, A. F. of L., the CIO, the State grange, numerous cham 
bers of commerce, and other civic organizations, the entire press of western 
Washington, the mayors of the principal cities served by Puget, and people in 
all walks of life. As is evidenced in the attached editorial of December 11 from 
the Wenatchee Daily World, these various elements are determined to litigate 
a merger to the bitter end. As things stand at present there is absolutely no 
choice—the company has to stay in business anyhow, and such being the case it 
should do so with a maximum of public support and on the best possible basis 
from the standpoint of stockholders. 

The committee should forthwith cease its activities. All it can do if it initiates 
an internal scrap among stockholders is to wreck the company, cut the throats 
of Puget shareholders, give public power a field day, and irreparably damage the 
cause of private enterprise in the power field. This committee is indeed assum 
ing a grave responsibility for dire consequences. A move by the committee to 
oust Puget directors would be a suicidal act from the standpoint of company 
sfockholders. There exists no basis whatsoever for such action. Puget’s record 
of performance in the face of great odds is an amazing one. An attempt to 
kick out Puget’s directors, who are all prominent local men, would terrifically 
boomerang to the detriment of the company in western Washington, would stir 
up a hornet’s nest of indignation and resentment, and provoke the crushing 
wrath of public opinion. It would crucify Puget stockholders and be a tragic 
mistake. The so-called stockholders committee is in no sense operating for the 
interests of Puget stockholders. It is obviously the creature of WWP and 
Ebasco Services, and the apparent objective is to bail WWP out of a high-debt 
position at the expense of Puget shareholders. 
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I sure hope you have a grand holiday season and that Santa Claus is most 
erous to my swell pal, Ed 
With warm personal regards 
Sincerely, 
FRANK MCLAUGHLIN, President 


Pp. S—I am enclosing copy of letter just received from Warren G. Magnuson 
senior United States Senator from this State. I think this letter is pretty 
wd, coming from a Democrat and strong public-power proponent. Also enclosed 
set of editorials published subsequent to those contained in the pamphlet 


} 
e 


[For release: Thursday, December 17, 1953] 
DoreEMUS & Co., NEW YORK 
STOCKHOLDERS COMMITTEE FOR PUGET SOUND PowEr & LIGHT Co 


Laurence M. Marks, chairman of the Puget Sound Power & Light Co., stock 
ders committee announced today (December 17) that several new interests 

ive joined the committee. The new members are: Albert H. Gordon of Kidder 
Peabody & Co., New York; Richard F. Beck of J. A. Hogle & Co., Salt Lake City 
Leon Goldfluss of Abraham & Co., New York; Walter J. Gruber of Union Securi 
ties Corp., New York; Paul B. Hanrahan of Hanrahan & Co., Worcester, Mass 
Armand Erpf of Carl M. Loeb, Rhoades & Co., New York; and Don F. Daly of 
Wegener & Daly, Boise, Idaho. 

The stockholders committee was organized last spring to further the merger 
of Puget Sound with Washington Water Power Co. On November 12, 1953, the 
directors of Puget Sound refused to extend the closing date under the merge: 
agreement, allowing it to terminate without submission to stockholders despite 

approval of the Washington Public Service Commission. The stockholders 
nmittee is still continuing its efforts to bring about a satisfactory merger and 
insist upon its submission to stockholders. Holders of approximately 25 per 
cent of the Puget Sound stock have already authorized the committee to pursue 
these objectives on their behalf. 


DECEMBER 21, 1953 
Mr. FRANK MCLAUGHLIN, 
Puget Sound Poorer & Light Co., Seattle, Wash. 

Dear FRANK: Many thanks for the handkerchiefs. These are a most usefu 
gift as far as | am concerned and my stock of handkerchiefs now is made uw 
large extent of presents from you. 

Ben Ehriichman has been here and apparently talked to many of the different 
groups that own Puget stock. When I saw him he seemed to feel quite strongly 
that the committee could not force the issue. I think this is the gener: 
followed with the various groups he contacted. It might be worth your while to 
have a discussion with him when he gets back to Seattle as it seems to me he is 
currently well informed on the general sentiments of various members of the 
committee. 

I was pleased to receive this morning a copy of the statement of Puget Poten 
tials. This is extremely interesting, particularly the part dealing with the differ 
ence of debt ratio between Puget and Washington Water Power It would seem 
very unlikely to me that they can succeed in foreing the issue but from the way 
some of them talk, they may very well have a try at it. 

here are many things I would like to discuss with you but feel they can best 
be done the next time I see you. If you plan to come to New York, be sure and 
let me know. 

Wishing you and Jean a Merry Christmas and a successful and happy New 
Year 





Sincerely yours, 
Epwin S. WEBSTER, Jr 
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JANUARY 5D, 1955 
Mr. Frank MCLAUGHLIN, 
President, Puget Sound Power & Light Co., 
Neattle z Wash. 


DEAR FRANK: As you know, the hearings before the Supreme Court of ine 
Massachusetts have been completed and a decision upon the appeal of the stox i 
holders committee is expected any day in the near future. The committe: on 
counsel advise that the chances are 3 to 1 that the order entered by the lower N 
court will be sustained. 

I believe that the list will show a great concentration of stock in the hands of wl 
people who will share the views of the stockholders comurittee. The committ: Ni 
has retaine in independent engineering firm to study and report on the eng 
neering and economic merits of a merger of Puget Sound and Washington Wate S 


This report has been completed and is definitely in favor of a merger. In 
opinion, the members of the committee are committed to go ahead with their pn 
gram to replace the board of Puget as a preliminary step to the negotiation of ! 


a hew merger proposal which they believe to be in the interest of the Puget stocl bh 
holders 

The firms represented by the committee are not stock jobbers; they represe1 he 
several of the largest investnrent houses in the United States who together account 
for a large part of the public utility financing done in this country. The peopl t} 
who represent these firms, like your directors, are men of the highest caliber hi 


I am sure that they would prefer a compromise settlement of the problem witho 
a proxy battle, for the latter would certainly result in serious losses to both side 
regardless of the outcome and could postpone, at great cost to the public, the da 
When Puget and Washington could join hands to solve the problem of the pows 
shortage in the Pacific Northwest. It is in the hope of discovering some su 
basis for a compromise settlement that I have decided to write to you. 
I am sure we all must agree that important changes have taken place since we 
met at the Ambassador Hotel in March of 1953 to discuss merger terms. As a I 
consequence, an entirely new approach nrust be made to the problem. At that { 
time you had before you the PUD agreement of sale that with the remaining 
property would produce cash of about $27 per share and the agreement of April & 
was designed to get the same or a greater amount of cash or its equivalent fron 


the merger for the Puget stockholders. Now, the PUD sale is dead and Puget 
stockholders have had an opportunity to have demonstrated for them the benefits 

of continued private operation in the form of increased dividends and a higher 
market value. The stage has been set, therefore, for a true merger in which the 


two companies could be put together in such a manner as to preserve for the 
benefit of the public and the stockholders all of the resources of both companies 
for the purpose of financing the construction of new powerplants whether in your 
territory or Washington’s to meet the needs of your rapidly growing territory. 

By a true merger, I am thinking of a merger such as the Pacific Power & Light 
Mountain States Power merger consummated last year. In this case it was first 
decided that a merger was desirable in principle. Two engineering firms, Stone & 
Webster, and Ford, Bacon & Davis, were then called in to make studies to deter 
mine a fair basis of exchange. The stockholders voted overwhelmingly in favor of 
the merger and approval was promptly obtained from the commissions in Wash 
ington, Oregon, Idaho, and Wyoming. The boards of directors of both companies 
were put together, resulting in a 21-man board. No one was fired. The chairman 
of the board of Mountain States Power became chairman of the surviving com- 
pany and the president of Pacific Power remained in that post. 

I firmly believe that the same method could be worked out for Puget and Wash 
ington. It is my personal opinion that your present board members could be 
joined with the board of Washington to make a larger board. If you so desired 
you might become chairman of the board and Kinsey carry on as president of the 
surviving company. Your other top people could continue with the new company 
which would have need of their services. Independent engineering firms could 
make the studies needed to determine a fair basis of exchange of stock as they 
did in the Pacific Power & Light merger. 

Washington has a mortgage which permits them to bond up to 60 percent of 
additions. Placing the properties of both companies under the same mortgage 
would permit borrowing about $35 million more on present plant. In addition, 
the merged company could issue a substantial amount of preferred stock if it 
seemed desirable. Construction requirements of the merged company could be 
financed for the foreseeable future without issuance of any additional common 


stoel] 
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\s to timing, I know that some of your people feel that another year of oper 
refi a merger is proposed would be desirable This might have a 
d busis except for the fact that plins are maturing so fast as to the devel 
ent of projected powerplants. In another year most of the contract arrangs 
ents will be set As a matter of fact, they are pretty ell jelled Ow 1 
1 Gen’l & Electric, Pacific Power, Washington and Montana are now working 
ogram for a partnership construction of the John Day project Pacifie 
vest Power is maturing plans to develop Mountain Sheep (250,000 ki 
nd Pleasant Valley (650,000 kilowatts) in addititon to Bruces’ Edd 
which requires Government flood control assistance. Kinsey is ready to start 
Noxon next July which will cost about $85 million, and produce 385,000 
ts (n early merger on the basis suggested above ould brit the Puget 
kholders into full partnership in all these projects A delay of a year ill be 
te and the opportunity lost. Joining with Washington now would gr 
hen the private power industry in the State and would assure a dependable 
| adequate power supply for the Puget area for a long time to come. I] 
this hole question of power supply must be uppermost in your mind 
Charlie Tatum has made the point in his report that the st 
} } 


ff if the higher borrowing power of Puget were ret: 
ent operation for the benefit of its stockholders But, | 





it increased net can he developed only as gross revenue is increased and heat 
th companies are growing at about the same rate. Then too, vou can’t build 
nless vou have something to sell and a merger with Washington is the 





est way for both companies to build the margin of power supply needed to 





int a continued aggressive sales campaign In any event, all of Puset’ 
e] ilities as well as the strategic position of Washington as to power si 
vould be reflected in the studies made by the engineers in determining 
‘basis of exchange 
as in Seattle on Kidder business four times last year. During these visits 
I talked with a number of top officers of banks and leading business men in 
he area. It was the opinion of several of these that the merger should be done 
e interest of the industrial development of the Puget area. It would be 
od for business if the merger issue were settled soon, they said. I have talked 


th Kinsey and Iam sure he feels as I do that 1955 is the vear the merger should 
he done if at all. I am sure that he is ready at any time to sit down with vou 
nd work out a merger that will be fair to all parties with the end in view that the 
needed power development can be carried on with maximum speed and economy 
nder a strong privately owned statewide system 

This letter is written on my own responsibility after a 
ful thought and I earnestly hope that it will receive equally careful consideration 
by vour good self and your associates. Should you decide to explore the poss 
bilities outlined in this letter further, I am sure that Kinsey would be glad to talk 


with you directly, or you wish, I would be glad to come to Seattle to talk with 








ersonally 





ALFRED FE. B 


Mr. Porrer 

Mr. PERRY, 

Mr. Von ver HEeEIpE, 
Puget Sound 


org Leib of Blyth called to find out if we had any commitments to 
MeLaughlis 
I told him we were on the side of the angels 
He said that eventually they would get the stockholders list 











PuGcET Sounp Power & LIGH1 
JANUARY 20, 1954. 
Memorandum to Messrs. Leib and Schlosser. 
\l Borneman, of Kidder, Peabody, called today and said that Frank Currie 
elieves it would be advantageous if. before he testifies in the Puget suit on or 
tbout January 25, funds advanced to the Puget stockholders committee for ex 


} 
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penses be increased. The amount suggested was $20,000 and the allocation pr 
posed by Borneman was as follows: 


Reiet 6 60. MIC e ocean ss ara er es a a venta’, econ 
Kidder, Peabody —-_- dos Digest ge ta a co geehte cdepa ee dag welts aa waa UO 
Laurence M. Marks & Co oe eee eet pee eee ae sbi rcs el ater - 2m 
Hornblower & Weeks___ ~-_--~- Ss hi uy Mea cci rgeneanea eel abana a oe 50 
Union Securities_—_ pees a Stee ae eeiaahesiod hocics te ec, VI 
WR No oi eta pocket eaeke aaa a asin es a asa i Ned ee 
Dean, Witter = nae ren eee ee ee boca HO 
Abraham & Co. (and Allen) _ 4,000 
Shearson, Hammill : scan es ey Em ee Poa Soe Ho 
Carl M. Loeb, Rhoades = ee ied ee 1, 000 
J. A. Hogle & Co_ ‘ 5 Pear . 2 sh tes ie Se ee ‘ - : nt 
Hanrahan & Co ; a neces ; Za 5K 
Oglebay, Norton sacs a ar ries i ps Se ee 500 


The total of the above is $24,000. The reason this amount is larger than the 
$20,000 objective is because there may be some difficulty in getting each of the 
houses to come along for the full amount. 

I promised Borneman I would call him back on this matter. 

FREDERICK L. MILLER 


JANUARY 21, 1954 
Memorandum for 
Mr. A. M. White. 
Mr. Francis Kernan. 


Re Puget Sound Power & Light stockholders committee. 


Borneman called to say that to have an engineering report made by an out 


side engineering firm (Black & Veach of Kansas City) on the benefits of a merger 
between Puget Sound and Washington Water Power, the committee needs to raise 
$20,000 among its members. This report could be quoted in the proxy statements 
which the committee plans to send out. 

It was learned that Kidder, Peabody and Blyth both are putting up $5,000 
each and it was suggested that White, Weld put up $3,000. Others being con 
tacted are Lawrence Marks for $2,500, Allen & Abram, $2,000 each; with smaller 
amounts running down to $500 among 7 of the members. 

In talking with Mr. Goldsmith, he felt that we should put up the same amount 
as Kidder, Peabody and Blyth for obvious reasons. However, he wanted to con- 
sult with others on this matter. 

Francis Currie, the secretary and attorney for the committee, is of the 
opinion that money in the kitty whether used or not would further his cause 
in obtaining the stockholders’ list in Boston as it would indicate to the court 
that this is a serious effort being made to consummate the merger. 

C. Hovey, Jr. 





FEBRUARY 4, 1954 
Memorandum to Messrs. Leib and Schlosser. 


WWP-PUGE1 


Inasmuch as it is likely that within a relatively short time (perhaps a month) 
we shall have access to the Puget stockholders list, it seems to me that from a 
policy standpoint we have got to crystallize on the road we are going to travel 
This is particularly important since most other members of the committee look to 
us for leadership. As I see them, the alternatives are something as follows: 

1. The strongest action that could be taken would be aggressively to engage 
in a proxy contest with the objective of unseating at least a majority of the 
present board of directors, following which the present management would be 
replaced. Such a step obviously should only be taken if there was a high degree 
of probability of its success and with full recognition of the substantial costs 
involved, including the utilization of the services of a proxy soliciting agency 
such as Georgeson & Co. It would also be essential to weigh the possible reper- 
cussions insofar as Seattle is concerned. 

The situation is materially different than it was at the time we initially 
interested ourselves in the matter of the merger. At that time there was clear 
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idence the management of Puget was seeking to consummate a PUD deal 

d our position had the merit of being in strong opposition to the encroachment 

public power. Furthermore, the merger terms afforded Puget common stock- 

ders an “out” of a situation that had every appearance of being mediocre. It 
fforded excellent realization for the Puget stockholder either on the basis of 
ceptance of cash or the stock offer. 

Over the ensuing months, the Puget management has obtained considerable 
publicity on the excellent potential of the company due to the unusually high 
equity ratio permitting property expansion by the sale of senior securities which 

ild produce substantial leverage for the common stock. Mr. McLaughlin has 
me so far in a published statement to project common-share earnings in the 
ne of $3.45 a share (contrasted with reported earnings of $1.85 in 1953) and 

; made the statement that under these conditions he is informed the common 
ock would have a value in the range of $40 to $46 per share contrasted with 
e present market of 25-2544. Asa result of this publicity, the price differential 
‘uget-Washington common has narrowed from about 3 points to approximately 

points. 

(\ssuming we decide to go ahead with efforts to unseat the management and ars 
ecessful, it seems to me it has got to be done on the basis of incompetence of 

e present management and not with the expressed purpose of effecting 

erger with Washington Water Power on the basis of the original terms. The 

t procedure would be to obtain a topflight man to take the presidency without 

mmitting him to consummation of the merger as originally proposed, but with 

inderstanding on his part and that of the new board of directors that they 
ould be willing to entertain a proposal from Washington Water Power but 
it, in view of evidence of changed conditions, would endeavor to negotiate 
tter terms for the Puget stockholders. 

2. The position can be taken that despite strong efforts a point has now been 
eached where the possibilities of success in opposing the Puget management 

re small and since Mr. MeLaughlin has publicly announced he will not sell out 
to public power and intends to operate as a separate entity our primary pul 

ise, which was to resist the encroachment of public power, has been attained 
ind we are willing under these circumstances to sit back and watch Mr. McLaugh 
in accomplish the improvements in his situation which he has stated he can 
do. Mr. McLaughlin has set some very high sights in his public utterances. In 
my opinion, it is inevitable that these goals cannot be reached over the near and 
even intermediate term. Such an approach would, in effect, let the matter 
simmer for a year or perhaps two to see what happens. 

%. Since there has been a change in the market relationship of Puget-WWP 
the directors of the latter company might be sounded out on their willingness 
to make as of now a more favorable offer to the Puget stockholders. In this 
connection and after the list is obtained it might well be that such a new deal 
might be presented through the stockholders committee. It is true that such 
an exchange offer probably would be taxable but if the terms were sufficiently 
favorable it does not appear likely that it would make impossible consumma- 

on of such a program. It was my understanding that the Washington man 
agement in the past has resisted such an approach principally for tax reasons. 
However, in view of recent developments, they may have shifted their position 

The whole purpose of this memorandum is to express the thought that the time 
has now come for action on erystallization of our position rather than to advance 
any specific suggestion. 


i 


FREDERICK L. MILLER 


FEBRUARY 5, 1954. 
Mr. FRANK McLAUGHLIN, 
{mbassador Hotel, 
New York, N. Y¥. 

DeaR FRANK: I hear you are in town for a few days. I would like so much to 
see you for a little chat if that would fit your book. Maybe we could have a 
cocktail or something together. 

Anyway, I will give you a call some time tomorrow. 

Always best personal regards. 

Sincerely yours, 
[GrorGE Ler! 


67 


to 
1 
bo 


—56—pt. 9—6 


Sara. 
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Ferruary 8, 1954 
Mr. Jonn J. HASFURTHER. 


Spokane Office. 


Drar J I read your letter to Fred Miller. Fred, Al Schlosser, and I have 


On Friday, Kidder Peabody and we gave a joint lunch for Kinsey Robinson at 


the rece [am enclosing a list of those present. Kinsey made an excellent 
talk on Washington Water Power Co. In fact, it was one of the best talks I hay 
ever heard. We have had quite a few telephone in and thank us for having asked 


them and telling us how much they enjoyed meeting Kinsey Robinson and hearing 


him tell the Washington Water Power story. 

Al, Fred, and I think that Kinsey should certainly tell this story wherever 
there is a substantial community holding of either Washington Water Power 
stock or Puget Sound sto k We think that the timing is good to do it as promptly 
as possible ther than to wait until We are possibly in a knock-down drag-out 
] ii ( me kind 

W d 1 be good enough to talk this subject over with Kinsey. 

Be alw VS 


Mr. Kinsey M. R INSON, 
Washingto Water Power Co 
Spokane, Wash. 

DEAR KINS Chis morning I stopped by on my way downtown and had a 

t with Frank McLaughlin. The visit was friendly but nonproductive. I 
told him how much I regretted feuding with him and being on the other side 
mt that we had considered the matter carefully and we are going forward along 
the lines indicated He said no one wants the merger. The Governor does not 
want it, the newspapers are against it, all western Washington is against it. He 
said that we were providing political material for the Democrats and delivering 
a body blow against the private ownership of utilities. I said that I could not 
agree with him on those statements, but there was no use arguing as we would 
not prove anything by doing so. I said the thing that concerned us was what 
was best for the stockholders of Washington Water Power and Puget Sound and 
what the stockholders of those two companies wished to do. 

[I told him that I thonght he was making a great mistake and that at the end 
of the road he would regret it very much and that I was sorry. 

At the end of the talk we shook hands and parted friends. He is a hard- 
headed, difficult, and indeed uncertain person. 

Sincerely yours, 
[GEORGE LEIB]| 


THE WASHINGTON WATER Power Co., 
Spokane, Wash. February 10, 195 4. 
Mr. Georce LEI 
Bluth & Co.. Inc., New York, N. ¥. 

DEAR GEOR I appreciate very much your invitation to discuss Washington 
Water Power Co. matters with the group of investment bankers you invited to 
the luncheon on February 5. I am sure that this opportunity to discuss our 
ompany’s affairs with this group of people will be beneficial to us in the future, 

With kind personal regards, 

Sincerely, 
IK. M. Ropinson. 


FEBRUARY 17, 1954. 
Messrs. Maxwell. 
Hasfurther 
WASHINGTON WATER POWER-PUGET 


Rov Shurtleff, George Leib, Stewart Hawes, Al Schlosser, and the writer had 
a meeting today on the above. Al Gordon, of Kidder Peabody has made the 
suggestion that we have an independent engineering study made of the advan- 
tages which would come from a merger of Washington Water Power and Puget. 
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Their point has been that any engineering reports that had pre sly been 
repared, because of the strategies involved, had played down the matter of joint 
momies in operation, particularly savings in wage costs, that would é 

it from the merger. Gordon’s feeling was that we are sitting here d g 
thing while McLaughlin is getting out a great deal of publicity, particularly 
s letter to stockholders dated February 1 with which was ided su ‘ s 

nvestigations made by Charlie Tatham, of Institutional | es 1 At l 





I. Cannon, of the University of Washington. I have taken the position that 





ere have been pretty strong statements made by Mel el o his future 
irnings as a separate entity and as to the level at which his s k g SK 
the future and unless an engineering report could deve ‘ pote 
earnings picture we were wasting our time by using this approa | er 
re, if the decision ultimately is made to engage in a p te I] ‘ 
o better method of ousting present anagement thal Oo ck it o e bas 
f its past record. In this respect McLaughlin seems extremely vulnerable 
Today Al Borneman, of Kidder Peabody, called me and said that he had 
ked on the telephone with Mr. Whitsom, of the engineering m of Black & 
Veatch, of Kansas City, and had told him what we ere seeking Wi oO he 
ilkked to Bill Gilman—the engineer who has beer ost this situa nfors ( 
me Gilman then reported that ‘k & Veatch believe they could 1 Dp 
material that would show (a) a better future earnings p ire than that it 
ted by MeLaughlin and his bired hands, and ()) the ould i ‘ 
report factual material which would provide ammunition fot on t 
past policies of the Puget management Under these cireumstances e unani 
ously agreed to permit Black & Veatch to go ahead in the prey tion of such 


report which should be available within the next 2 weeks and w t 


tC « a 
iximuin of $7,500. We have made it completely clear to Kidder Peabody 
it we have to huve a representative in on ever ni t | 


ry mierence W [ c «& 
Veatch and Gilman. We will not tolerate Kidder Peabody being in p Uh 
» get advance information to pass on to Robinson. 
As to the status of the suit for the stockholders’ ‘ist ITS advises i 
4 on by the sitting judge is expected within the next 10 days r} ire 
onfident that it will be favorable to The probabilities also are tl i 
ippeal will be taken by the Puget m gement to the pella divisio1 d 





at then the timing becomes incdefinit Their best guess, and it is a pure 
guess, is that a final order from the court of last 


be forthcomin 
within the next 2 months \ copy of McLaug 





t 
ilin’s February 1 letter, together 
th the summary analyses of the two reports enclosed, h: 
tting judge by counsel with a covering letter the ¢ f tl 
listribution of this material to stockholders violates the spirit and probab 


tter 


r of the stipulation and while we are not 
he cited for contempt we are reserving that right 
I shall write you further after I have had a sitdov 


l 


asking that the management 


with the Black & Veatch 
people which is scheduled for next Tuesday 

Thank you, Ed, for sending me the Niendorff column in the Seattle P—I de 

ig With Merrill Lynch in the Puget picture 


STOCKHOLDERS COMMITTEE FOR PUGET SouND Pow & Licgut Co 
Dear LARRY I enclose a draft of a proposed pres elease which has bee 
epared by Mr. Borneman and which deals with the committee’s engagement of 
Black & Veatch 
It is not proposed to issue this as a separate release, but rather to include it 


vhatever release 1 ay be advisable when the dec 


een rendered by 
he Massachusetts court on the st 


ockholders list. However, in order to take 
full advantage of the publicity value which will naturally attach to the Mas 
achusetts decision, We must be in a position to act prom 
ents on the enclosed therefore will be appret iated. 


This whole matter of publicity releases points up 





frequent occasion to consider 
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it would be desirable for the committee to reach a decision aS soon as possible 
on engaging an appropriate public-relations adviser to handle this aspect of it 
campaign 
Sincerely, 
FRANCIS CURRIE. 


[To be released as a statement by Laurence M. Marks, chairman of the stockholders 
committee of the Puget Sound Power & Light Co.] 


FEBRUARY 26, 1954. 
In the interest of the stockholders of Puget Sound Power & Light Co. whom 
we represent, the stockholders committee has engaged the services of Black & 
Veatch, consulting engineers, of Kansas City, Mo.. to make an unbiased study 


to determine the true values in Puget and the effects of a merger of Puget with 


Washington Water Power Co 
\ few years ago Puget management appeared willing to sell to the publi 


l districts at $23 per share. A year ago the management considered $27 
rh share an attractive price and signed a merger agreement on that basis 
Recently the stockholders have received material from the management painting 
the future of Puget in glowing terms based on highly superficial studies of long 
term theoretical values made by a firm of statisticians and a college professor 

Naturall the stockholders are confused by these conflicting statements of 


the management We want the stockholders to get the true facts so that they 
in decide for themselves what course of action is in their best interest as owners 


f the business 


STOCKHOLDERS COMMITTEE FOR PUGET SouND Power & Licurt Co., 
February 27, 1954. 


There is attached a release of the Stockholders Committee with reference to 


the order of the Massachusetts Superior Court making the stockholders list 
ilable. The full text of the order is also attached. 


FRANCIS Currie, Secretary 

FEBRUARY 27, 1954 
Puget Sound Power & Light Co. today was ordered to make available a stock 
Oo members of the Stockholders Committee. The order was entered 
by Justice Francis J. Good of the Massachusetts Superior Court in an action 
brought by Panl B. Hanrahan, of Worcester, Mass., and Paul A. Murphy, of 
Cleveland, Ohio, members of the Stockholders Committee. Justice Good's 
decision directed that the list be exhibited on or before March 15 He found 
specifically that the officers and agents of Puget had refused to exhibit the stock 
after proper demand, and that the petitioning stockholders had no 





books 
proper purpose in seeking the list. 

Today’s decision the climax of a long-standing dispute between the Stock 
iolders Committee and the Puget management. A merger agreement entered 
into on April 8, 1953, between Puget and Washington Water Power Co., had been 
allowed to expire by the Puget management on November 19 without submission 
to the Puget stockholders, despite the approval of the merger by the Washington 
Public Service Commission. The Stockholders Committee, representing 25 per 
cent of the outstanding Puget shares, then sponsored an action in the Massa- 
chusetts court to obtain a stockholders list, and the management vigorously 
contested. The annual meeting of stockholders of Puget, scheduled for March 22, 
was postponed pending the outcome of this litigation. It is believed that Justice 
Good’s order today will set off a proxy contest between the management and the 
Stockholders Committee for control of the company. 

When informed of the outcome of the Massachusetts case, Laurence M. Marks, 
hairman of the Stockholders Committee, said: “We are naturally very pleased 
it Judge Good's findings and order, and feel that our position has been vindicated 
With the stockholders list available to us, the committee will be able to meet the 
Inanagement on equal terms, and can be sure that all the stockholders have 
inbiased information In order that the stockholders may be adequately 
informed on the prospects of the company, the committee has engaged the services 
of Black & Veatch, consulting engineers, of Kansas City, Mo., to make an inde 
pendent study to determine the true values in Puget and the effects of a merger 
f Puget with Washington Water Power Co. 


} 
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\ few ears ago Puget management appeared willing to sell to the public 
lity districts at $22 per share, with some fragmentary assets left over. A 
ear ago the management considered $27 per share an attractive price and signed 
merger agreement on that basis Recently the stockholders have received 
iterial from the management painting the future of Puget in glowing terms 
sed on highly superficial studies of long-term theoretical values made by a firm 
statisticians and a college professor. 
Naturally, the stockholders are confused by these conflicting statements of 
he management. We want the stockholders to get the true facts so that they 
in decide for themselves what course of action is in their best interest as owners 


f the business. 


COMMONWEALTH OF MASSACHUSETTS 


Superior Court. In Equity No. 67766 


L B. HANRAHAN, ET AL. Vv. PUGET SOUND PoWER & LIGHT COMPANY, ET AL. 


FINDINGS AND ORDER 


I find that Puget Sound Power & Light Co. is a Massachusetts corporation 
ii that its office is at 84 Devonshire Street, Boston. ‘The officer in charge of 


his office is the defendant Charles H. Jackson, Jr. 
I find that the petitioners as stockholders in the defendant, Puget Sound 
Power & Light Co., on December 9, 1953, applied in writing to its officer, the 
lefendant Charles H. Jackson, Jr., clerk, and through the said Jackson to its 
ent, the defendant Stone & Webster Service Corp., for leave to inspect the 
iget Sound Power & Light Co.’s stock and transfer books in charge of said 
flicer and said agent. I find the said officer and said agent refused and neglected 
» exhibit the said stock and transfer books in their charge. 1 find that the peti- 
ners’ actual purpose and reason for the inspection sought was not to secure a 

t of stockholders for the purpose of selling said list or copies thereof, or was 
for the use of the same for purpose other than in the interest of the appli 
nts, as stockholders, relative to the affairs of the Puget Sound Power & Light 


Let a decree enter accordingly, ordering the appropriate officers and agents 
the defendant Puget Sound Power & Light Co. to exhibit to the petitioners 
he books and records referred to in the bill of complaint on or before March 15, 
954, at its office at 84 Devonshire Street, Boston. 
FRANCIS J. Goon, 
Justice, Superior Court. 


FEBRUARY 26, 1954. 


Marcu 1, 1954. 
\femorandum to Messrs. Leib, Maxwell, Schlosser, Hasfurther 


PUGET SOUND 


There was a meeting this afternoon of the full stockholders committee of the 
ubject company at the office of Burns, Currie, Rich & Rice. 

Under ordinary circumstances the Puget management would have a 30-day 
period in which to appeal the court order but since the order will stipulate that 
the list must be made available to the committee by March 15 the appeal will 

ave to be taken prior to that date. There is no clear evidence as yet on whether 

‘not an appeal will be taken. 

It was discovered for the first time in conversation today that Black & Veatch 

ho have been employed to prepare an engineering study of the company also 
now are doing work for Washington Water Power in connection with property 

aluation. It is felt this is an unfortunate situation and Borneman was calling 
Black & Veatch this afternoon presenting to them a choice, i. e., they will have to 
sive up the Washington Water Power valuation study or discontinue prepara- 
tion of the engineering report for the committee 

The consensus at the meeting was that John Broderick, formerly with Doremus 
ind the Wall Street Journal, be employed to handle publicity for the committee. 
However, the actual employment of Broderick will not take place until terms 
have been discussed with him by the subcommittee of which the writer is a 
member. 
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\ discussion was had of the employment of Georgeson and possibly Dudley 
King to handle proxy solicitation. The committee asked that the writer talk 
with the Georgeson firm and tell them that we had gotten the order and attempt 
to get another expression from them that they will hold themselves open for 
employment by the committee. This will be done, however, without any com- 
mitment on our part to hire them. 

It is my understanding that Dudley King previously had been approached in a 
tentative way by Larry Marks and at that time they had indicated only a luke- 
warm interest in working for the committee. It may be a reasonable inference 
that Puget has discussed the matter and perhaps employed the King firm. 

FREDERICK L. MILLER. 


BLacK & VEATCH, 
Kansas City, Mo., April 8, 1954. 
Subject: B. and V. project No, 232 


Mr. FREDERICK T. MILLER, 
Bluth & Co., Inc., New York, N.Y. 

DEAR FRED: I am returning to you the copy of your analysis of the merger 
of Washington Water Power and Puget Sound Power & Light Co. which you 
loaned me some time ago 

I have not had any direct word from your committee regarding the present 
situation; however, I have assumed that the conversations we have had with 
Mr. Gilman convey the committee’s decision. For your personal information, 
since talking to you Mr. Gilman called me and also talked to Mr. Veatch, at 
which time we made our position clear to him. We are sorry that this project 
could not go ahead and hope that you will be able to work out a successful 
alternate. 

Yours very truly, 
s3naAcK & VEATCH. 
Riley. 
RILEY D. Woopson. 


MarRCH 22, 1954. 


Memorandum to Edward Maxwell: 

I had a little lunch today which consisted of Kinsey Robinson, Win Smith, 
and George Leness, the latter two of Merrill Lynch. Kinsey handled himself 
very well. The two Merrill Lynch partners are now giving consideration as 
to what steps, if any, they should take with the press (particularly the P. I.) 
of the Pacific Northwest so that their position may not be misunderstood. I 
think they are sincerely sorry that this report was put out by their statistical 
department I know they are against public power. I believe both of these 
men personally are sympathetic to Kinsey Robinson although I believe in the 
final analysis they will maintain their traditional position of neutrality and 
hands-off in any proxy fight. 

From somewhere I have gathered this impression—namely, that Gus Led 
better went to the financial editor of the P. I. and vigorously urged, in fact 
insisted, that he take a pro-McLaughlin position in his paper. If you could 
confirm that with the financial editor of the P. I., I would certainly be most 
interested. In fact, I would be interested in any actions taken by any of the 
Merrill Lynch partners in the Pacific Northwest in the discussion regarding 
Washington Water Power and Puget Sound Power & Light. I would not want 
any rumors but just actual incidents, quoting names, approximate dates, ete. 

Kinsey is going up to Boston tonight to speak tomorrow before the Boston 
Security Analysts lunch. This lunch will be run by a Kidder Peabody man but 
Charlie Abbe will be at the speakers’ table. 

On Wednesday, Kinsey is going to speak before the New York Security 
Analysts. Our Fred Miller is presiding and Al Gordon will be sitting at the 
speakers’ table. Fred tells me he is expecting a large turnout. I am sure that 
Kinsey will come through with a splendid performance. 

GEORGE LETr. 
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Marcu 19, 1954 
KI y M Ro IN 


President, Washington Water Power Co., 
Sp ad? _v x} 

Dear Kinsey: Here is a letter which I have written today to George Leness. 
self-explanatory 1 will let you know Monday about the room number at 
neh Club 
Sincerely yours 

Ps | thought we would hold the lunch for just the four of us, you, Win 
I George Leness, and myself 5 


FRANCIS CURRIE, 

Burns. Currie, Rich & Rice, New York. N. Y. 
Dear Mr. Currte: In accordance with the request made by the committee 
resenting certain stockholders of the Puget Sound Power & Light Co., at 
cing we attended in the office of Kidder Peabody & Co. on April 8, | am 
ing to give you the basis of our charges in connection with the preparation 

independent study and report upon the advantages (if any) of a merger 

the Washington Water Power Co. and the Puget Sound Power & Light Co 
e basis of charges would be as follows 
ary rates for time of all Jackson & Moreland personnel 
gaged directly on the work 


"’ 


Payment at sa 


2. Seventy-five percent of (1) to cover overhead expenses and compensation 
services of the firm 


\ll traveling and living expenses of Jackson & Moreland personnel, includ- 
x partners, engaged upon the work when away from the Boston office 
t. All other out-of-pocket expenditures in connection with the project, such 


telephone, telegraph, social-security taxes, et 


>. The above four items would cover the preparation of our study and report. 
is found necessary for work in court or at hearings, or for the presentation 


testimony, the charges for services of qualified personnel of the firm would 
the rate of $150 per day 
We should be very glad to undertake this assignment and would be in a posi- 
to go forward with the work promptly upon authorization from you. 
Very truly yours, 


I’. M. CARHART. 


[Stockholders committee letterhead 


srs. JACKSON & MORELAND, 
Boston 16, Mass. 
(Attention: Frank M. Carhart, Esq.) 
GENTLEMEN: Reference is made to your letter to me of April 30, 1954, out 
ug your proposal with respect to charges in connection with the preparation 
ndependent study and report on Pi t Sound Power & Lig 
On behalf of the stockholders committee, I am instructed 





proposal as outlined in your said letter is accepted 

is understood you will go forward with this work promptly, and the 
ttee hopes to have your report as soon as possible. 
Very truly yours, 


FRANCIS CurRIE, Secretary. 


STOCKHOLDERS COMMITTEE FOR PUGET SOUND Power & LIGHT Co., 


FREDERICK L. MILier, Esq., 
Blyth & Co., New York, N. Y. 
Dear Mr. MILLER: I enclose a copy of a memorandum concerning the merger 
itiations with Washington Water Power Co. which was discussed at the 


meeting of the Puget Sound Stockholders Committee I would appreciate 
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so that 


vour returning this 


copy after you have had an opportunity to study it, 
ilated to other members of the committee. 


tmavy be cire 
Very truly yours, 
FRANCIS CURRIE. 


inary outline for distribution to members of stockholders committee only] 


{Draft of pre 
A TRUE STATEMENT OF Facts CONCERNING THE MERGER OF WASHINGTON WATER 
Power & PUGET SOUND Power & LIGHT 


Unprecedented action of Puget management in failing to call stockholders 
meeting after negotiating merger agreement, unanimous approval by directors, 
nd approval by Washington Public Service Commission. Arrogant and arbi- 
rary action of directors owning less than 2,000 shares, in disregarding petition 
of over 500,000 shares to take vote on merger of their company. 


of holders 


PURPOSE OF REPORT 


1. To correct many misstatements of fact and deliberate misrepresentation by 
Puget management concerning the merger. 


stockholders of the true record of Puget management. 


2. To inform the 
5. Reasons why stockholders must vote in new management if maximum 
potential of Puget is to be achieved. 
WHY WAS MERGER OFFERED BY WASHINGTON‘ 


l. Puget management had advertised company for sale for over 5 years, 
McLaughlin said company could not live, could not finance expansion due to 
actual and threatened. 

2. Puget had been actively engaged in negotiating sale to PUD’s at various 
share, later at $23 per share and finally at $27 per share 





n proceeding 





rices: first S18 per 
JuLyY 30, 1954. 
\iy I ot) I 
P lent, Puget Sound National Bank, 
Tacoma, Wash. 
Dy Reno: I was glad to get your little note and I certainly look forward to 
i dip in your new poo! on my next visit to Washington. It won’t be necessary 
to have a pulmotor handy. 
I believe that it would be helpful if I had some details on the 


For the record 


andidates for our slate. Perhaps, you might have some one in your office just 
write down the position of these men, directorships, business affiliations, and 
their addresses then send it back to me at your convenience. The gentlemen we 
mentioned are the following: 

William Devin* 

J. FF. Carrol!,* Anacortes 

Leo Dawley,* Olympia 

Peter Schmidt, Olympia 

A. A. Hull, Chehalis 

O. K. Moody,* Renton 

Warren Gilbert, Mount Vernon 

A. H. Bingham,* Sedro Wooley 

Barker,* Bellingham 

Joseph Kendall* 

Lawson Turcott 

Chic Seifert 

Of course, in my judgement the man to head this list is the gentlemen to whom 


this letter is addressed. 
We have some plans maturing which, when you learn of them, I am sure you 


will agree that they have great promise of success in bringing about final solu- 


tion of the merger problem. 
Please let me thank you again for your cooperation and hospitality. 


Very truly yours, 
ALFRED E, BORNEMAN. 





NOTI *Indicated as best choices. 


4 


ul 
\- 
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Re Hanrahan v. Puget Sound 


AURENCE M, MaRKs, Esq., 
Laurence M. Marks & Co., New York, N. Y 


Dear LARRY: This will advise you of a new and startling deve ’ 
Sincerely, 
I ‘ 
osure (letter December 3, 1954, to Paul A. Murphy 
Tis } 4d 
Hanrahan vy. Puget Sound 
\.M RPHY, E'sq., 
Yale Club, New York, N.Y. 
DEAR PauL: The argument on the appeal of this case before the Supreme Judi 
Court of Massachusetts is scheduled for next Wed as or Saeaden 


ember Sor 9, 


At 4:30 this afternoon our Boston oflice was served with a motion by Puget 


Sound to correct the record in this case by dismissing you as a party, on the 
ind that you had disposed of all your stock and were no longer a s kholde 

This motion was supported by an affidavit from an oflicer of Stone & Webste 

Service Corp., the transfer agent, to the effect that all of the 1,600 shares regis 
ed in your name had been transferred out of your name on \ ous dates be 


tween April 22 and May 20, 1954 (900 of the shares transferred out of yo 


ame were transferred into the name of Blyth & Co., which is another membe1 


f the committee). The motion is returnable at 9:30 a. m., Mond December 
Since we were unable to reach you either at youl office or at home Henry 
Leen will appear Monday morning and ask the court to postpone tion on the 


ion until the argument is heard later in the week. 
If you have in fact sold all of your stock, we must consent to the motion. The 
ppeal could proceed with Mr. Hanrahan as the sole petitioner, but we would 


tainly be placed in an embarrassing position since our brief is written on the 


heory that you are still a stockholder, and as your attorneys in this case we 
should be familiar with such a fundamental fact as your stock ownershi] 
If you have merely pledged your stock, or otherwise retained all or some of 
your ownership through certificates in street name, I think w an successfully 
ue that you should be continued in the action as a petitioner. However, we 


e will need an affidavit from you as to the true facts, to be submitted to the 
irt at the argument. 
Would you please get in touch with me immediately upon receiving this and 


et me know whet the situation is. My home phone number is Regent T—5482 


I 


) 


‘he office number is Whitehall 44074. I shall be at the dentist’s office from 
010 0’clock Monday morning. His number is Plaza 9-5346 
With kindest regards, 


Sincerely, 


\ FRANK MCLAUGHLIN, 


President, Puget Sound Power & Light Co., 
Seattle, Wash. 
Dear FRANK: As you know, the hearings before the Supreme Court of Mas 
husetts have been completed and a decision upon the appeal of the stockholders 
nmittee is expected any day in the near future. The committee’s counsel advise 


that the chances are 3 to 1 that the order entered by the lower court will be 


tained. 

I believe that the list will show a great concentration of stock in the hands 
f people who will share the views of the stockholders committee. The committee 
as retained an independent engineering firm to study and report on the engineer- 
ng and economie merits of a merger of Puget Sound and Washington Water. 
his report has been completed and is definitely in favor of a merger. In my 
pinion, the members of the committee are committed to go ahead with their 


program to replace the board of Puget as a preliminary step to the negotiation 
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fia © ! rer proposal which they believe to be in the interest of the Puget 
kI ( 
Phe fir epresented by the committee are not stock jobbers; they represent 
era f ( rgest investment houses in the United States who together 
fora large part of the public-utility financing done in this country. The 
eople wl epresent these firms, like your directors, are men of the highest 
LLltye Ta ure that they would prefer a compromise settlement of the problen 
vill t proxy battle, for the latter would certainly result in serious losses to 
both ( regardles f the outcome and could postpone, at great cost to the 
public, the d hen Puget and Washington could join hands to solve the problet 
of the powe ; tinge in the Pacific Northwest It is in the hope of discovering 


a compromise settlement that L have decided to write to 





I é must agree that important lnges have taken place since we 
et at the Ambassador Hotel in March of 1953 to discuss merger terms AS a 
onsequence, an entirely new approach must be made to the problem. At that 
ime von had before you the PUD agreement of sale that with the remaining 
property ould produce cash of about S27 per share and the agreement of Apri 
S was designed to get the same or a greater amount of cash or its equivalent 
from the merger for the Puget stockholders. Now, the PUD sale is dead and 
Puget stockholders have had an opportunity to have demonstrated for them the 
benefits of continued private operation in the form of increased dividends and 
A gher market value. The stage has been set, therefore, for a true merger in 
which the two companies could be put together in such a manner as to preserve 
for the benefit of the public and the stockholders all of the resources of both 
companies for the purpose of financing the construction of new powerplants 


whether in your territory or Washington’s to meet the needs of your rapidly 


By a true merger, IT am thinking of a merger such as the Pacific Power & 
Light-Mountain States Power consummated last vear. In this case it was first 
decided that a merger was desirable in principle. Two engineering firms, Stone 
& Webst ind Ford, Bacon & Davis, were then called in to make studies to 
determine a fair basis of exchange. The stockholders voted overwhelmingly in 
favor of the merger and approval was promptly obtained from the commissions 
n Washington, Oregon, Idaho, and Wyoming. The board of directors of both 
companies were put together, resulting in a 21-man board. No one was fired. The 
chairman of the board of Mountain States Power became chairman of the sur- 
viving company and the president of Pacifie Power remained in that post. 


I vy believe that the same method could be worked out for Puget and 
Washington. It is nv personal opinion that your present board members could 
be joined with the board of Washington to make a larger board. If you so 
desired you might become chairman of the board and Kinsey carry on as presi 
dent of the surviving company. Your other top people could continue with the 
new company which would have need of their services. Independent engineering 


needed to determine a fair basis of exchange of 
k as the lial id ie Pacific Power & Light me 
Washington has a mortgage which permits them to bond up to 60 percent of 


( lid rt Tne studies 


d Placing the pronerties of hoth mpanies under the same mortgage 
ould permit borrowing about $35 million more on present plant. In addition, the 
eree DANY ¢ d issue a substantial amount of preferred stock if it seemed 

desirable ( uction requirements of the merged company could be financed 


the foreseeable future without issuance of any additional common stocl 

As to timing, I know that some of your people feel that another year of opera 
tion before a merger is proposed would be desirable. This might have a valid 
basis except for the fact that plans are maturing so fast as to the development 
of projected powerplants. In another year most of the contract arrangements 
will be set As a matter of fact, they are pretty well jelled now. Portland 
General & Electric, Pacifie Power, Washington, and Montana are now working 
on a program for a partnership construction of the John Day project. Pacific 
Northwest Power is maturing plans to develop Mountain Sheep (250,000 kilo 
watts) and Pleasant Valley (650,000 kilowatts) in addition to Bruces Eddy which 
requires Government flood-control assistance. Kinsey is ready to start Noxon 
next July which will cost about $85 million, and produce 385,000 kilowatts. An 
early merger on the basis suggested above would bring the Puget stockholders 
into full partnership in al) these projects. A delay of a year will be too late 
and the opportunity lost. Joining with Washington now would greatly strengthen 
the private power industry in the State and would assure a dependable and 
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idequate power Supply for the Puget area for a long time to come. I know that 
this whole question of power supply must be uppermost in your mind 

Charlie Tatum has made the point in his report that the stockholders might be 
etter off if the higher borrowing power of Puget were retained through inde 
pendent operation for the benefit of its stockholders. But, I am sure you realize 
that increased net can be developed only as gross revenue is increased and that 


both companies are growing at about the same rate. Then too, you can’t build 
oad unless you have something to sell and a merger with Washington is the 


juickest way for both companies to build the margin of power supply needed 
varrant a continued aggressive sales campaign In any event, all of Puget’s 





otentialities as Well as the strategic position of Washington as to power supply 
vould be reflected in the studies made by the engineers in determining a fair 
basis of exchange. 


I was in Seattle on Kidder business four times last veat During these visits 

I talked with a number of top officers of banks and leading businessmen in the 
rea It was the opinion of several of these that the merger should be done in the 
terest of the industrial development of the Puget area It would be good for 
usiness if the merger issue were settled soon, they said. I have talked with 
Kinsey and I am sure he feels as I do that 1955 is the year the merger should 
» done if at all. I am sure that he is ready at any time to sit down with you 


ind work out a merger that will be fair to all parties with the end in view that 
he needed power development can be carried on with maximum speed and econ- 
my under a strong privately owned statewide system. 

This letter is written on my own responsibility after a great deal of careful 
thought and I earnestly hope that it will receive equally careful consideration by 
our good self and your associates. Should you decide to explore the possibili 
ies outlined in this letter further, I am sure that Kinsey would be glac 
with you directly, or if you wish, I would be glad to come to Seattle to talk with 
you personally. 

With best wishes, I am, 

Cordially yours, 


PUGET SouNpD Power & Lie Co 
Seattle, Wash... January 27.1 
Mr. ALFRED FE. DORNEMAN, 
kK lider P ahodu a Co.. Ve i” York, NV. ¥. 

Deak Mr. BORNEMAN: I am sorry that a reply to your letter of January 5 has 
been delayed. I have been out of the city, and since my return have been tied 
up with urgent matters. 

Your letter has received full consideration by the directors and officers of the 
company. While I could go through your letter item by item and clearly dem- 

nstrate that a number of your observations are factually incorrect, no useful 
purpose would be served, because you are wholly unrealistic in your approach, 
is there is no basis in fact that an attempted merger could be anything but an 








fated venture. 











If you persist in your merger efforts, you will dam: not benefit, the stock- 
holders and the companies concerned and the cause of private power. This l 
sibility you must assume and something we obviously cannot be a pat ; 
re dedicated to a declared course of action which is in the best interests of 

r stockholders. 


Sin erely, 


Memorandum to: Mr. E. F. Maxwell. 
Mr. J. J. Hasturther. 


Pucet Sounp Power & LicHtT Co 


Early last week I was able for the first time to get hold of a copy of the letter 
Borneman, of Kidder Peabody, wrote to Frank McLaughlin in an apparent 
attempt to find some basis to work out a merger with Washington Water Power. 
Borneman tells me that this letter was written on his own initiative, but that it 
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was done with the knowledge of Kinsey. Needless to say, none of us at Blyth 
knew of the letter before it was sent. 
Borneman tells me also that McLaughlin showed the letter to all of his 


directors and, of course, to Mickelwait. 

I showed the letter to George Leib in New York and he suggested that I pass 
copies along to each of you gentlemen. George apparently has some reservations 
on whether McLaughlin showed it to all of his directors and whether Robinson 
has ever seen the letter itself. 

In addition to the letter itself I am attaching a copy of McLaughlin’s reply 


Naturally these letters have to be handled carefully in that copies should not be 
distributed widely 
George and I would be interested in any comments you may have. 


FRED. 


Letterhead of stockholders committee for Puget Sound Power & Light Co.] 


Fesruary 4, 1955. 
HANRAHAN & Co., 
Worcester, Mass. 
(Attention of Mr. Fleming.) 

Dear Mr. Fremine: Judge Burns and Mr. Leen reported to me your several 
telephone conversations today, and I in turn discussed them with Mr. Marks, 
he chairman of the Puget Sound stockholders committee. After some further 
discussion of the matter with several key members of the committee, Mr. Marks 
authorized me to write Mr. Hanrahan the enclosed letter. 

I trust that this letter will suffice for your purposes. If you have any question 
about it, 1 would appreciate your getting in touch with me. 

Very truly yours, 
FRANCIS CURRIE. 


[Letterhead of stockholders committee for Puget Sound Power & Light Co.] 


FEBRUARY 4, 1953. 
PAUL B. HANRAHAN, Esq,., 
Worcester, Mass. 
Dear Mr. HANRAHAN: The committee has been advised of your desire to 


+ 


dispose of 550 shares of Puget Sound common at the present market price of 
341% 

The committee is most anxious that you retain your ownership of this stock, at 
least until the final outcome of the litigation now pending in the Massachusetts 
court in which you are a petitioner and the company is a respondent. As you 
know, the supreme judicial court has had this matter under advisement for some 
time, and we expect a decision any day. 

In consideration of your continuing to hold this stock in your name until this 
litigation is finally determined, or until the stockholders’ lists have been fur- 
nished pursuant to the final decree therein, whichever is later, the committee 
agrees that, upon your request at any time within 30 days thereafter, your 550 
shares common will be purchased from you at 34%. 

Very truly yours, 
FRANCIS Currie, Secretary. 


[From Georgeson & Co.] 
May 3, 1955. 
Office Memo 
PuGetT SOUND 


Fred Miller, of Blythe & Co., called this afternoon. They have gotten their 
order to get a list of the stockholders. He referred to a meeting I had had with 
him and Carl Brown, of Lawrence Marks, in the spring of 1954, at which time 
we had made a commitment to solicit proxies for the stockholders committee. 
lie wanted to know if that was still good or whether we had any other commit- 
ments. I told him it was certainly good and we had no reservations about it. 

I added, however, that in my judgment the prospects of success were very much 
less than they were a year ago and asked that they make a very cold-blooded 
appraisal of the prospects. He said he realized that and it would certainly be 
done. 
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I Puyet is now selling at 38 and was listed on the big board The dividend has 
o been increased MeLaughlin certainly landed on his feet in this one. Did 


; damndest to sell out to the PUD’s at a price that you could barely see $20 in 


ow he is champion of free enterprise and the stock is 3S 
[ also pointed out that I would have in 








rined that any of the speculators wh 


! ad bought stock on the basis of getting a deal would take their capital gain and 
. sell out because they had gotten their price, and that stock has gone into the 
fr nds of investors 

‘ R. S. N. [NYE] 

Me 


{Letterhead of Stockholders Committee for Puget Sound Power & Light Co.] 


B. HANRAHAN, Esq., 
Worcester, Wass. 
Drar Mr. HANRAHAN: The committee has been advised of your desire to dis 
se of 550 shares of Puget Sound common at the present market price 


Che committee is most anxious that you retain your ownership of this 





least until there has been full performance of the final d ) ‘ 1 
i the litigation now pending in the Massachusetts courts in which you are the 
i etitioner and the company is a respondent As you know the supreme judicial 
S irt has recently decided this matter in favor of the petitioner, and the final 
es ee should be entered by the superior court very short 
5 [In consideration of your continuing to hold this stock in your name until there 
is been full performance of the final decree (and specifically until all stock 
7 lders lists have been furnished pursuant to the final decree), the committee 
rees that, upon your request at any time within 30 days there: your 550 
S Puget Sound common will be purchased from you at s closin 
rket price of 37 
Very truly yours, 
I NoTS ¢ Voeret: ' 


THE WASHINGTON WATER Power Co 














f Georgeson € Co., New York, N. ¥ 
DEAR Je i liave your letter of May 4, relative t il stockholders’ 
eting 
S \t the time our proxy material was sent to SEC I was away with Mrs. Robir 
u n, who has been ill for some time, and I did not know until after the proxy 
e is approved by SEC that they had not made provision for p nal solicitation 
proxies, as I had intended to have you folks werk on this program this yea 
S lowever, since we did not have that approval and the proxie vere t ready to 
ut, I felt that we should probably let it go, as the boys had decide nh my 
e sence I am going to watch this very closely, and unles ur results are satis 
0 ( v, I will get in touch w u and endeavor to work out some kind of an 
nee ent. 

i was a little disturbed about Mr. Nye’s memorandum which was attached te 
letter. I am inclined to think that the list when it is produced will show 
ge amount of the total shares in the East, largely ow1 by people who still 

feel that a merger is advantageous. So far as I know, the members of the com 
ttee are still very anxious to work this out, and I think an analysis of the 
will give them a good idea 


I expect to be in the East by the 16th and I should like to talk with you and 
Nye about this matter. 
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Hornblower & Weeks: Mr. Owen Ely, of Carl M. Loeb, Rhoades & Co.: and Mr 
Tilney, of Wood, Walker & Co 

It is the sense of the meeting that the following course of conduct should be 
ved by | members of the committee: 

1) Mr. Maxwe exclusively is authorized to negotiate with the directors 
of Puget Sound for such period (estimated about a month) as he thinks his 
negotiations have a chance of succeeding Mr. Maxwell is directed to pursue 
these negotiations actively, to the end that a negotiated settlement of the merger 


proposals may be reached 


~) During this period no other member of the committee shall undertake 
negotiate with the Puget Sound directors, either directly or indirectly 
: In order to allow the maximum amount of time to prepare for a stocl 





} lers eeting in the event these negotiations are not successful, counsel for the 
I ee sha ot press for an early settlement of the decree in the Massa 
chusetts action, but shall allow the entry of the final decree to remain in 
ibevance so long as this is practicable. 
1) In the event any change in the foregoing procedures is desired by any 
member of the committee, the president or the secretary will call an immediate 
meeting at which such change may be discussed and agreed upon. 


I’. C. [Currier] 
of this memorandum sent to each person present at meeting, and copy 
ent to Mr. Leen with letter of even date.) 


PuGet Sounp Power & LiaHr, 
May 13, 1955. 
Mr. E. F. MAxweE tt, 


DEAR Ep: He isa copy of a memorandum prepared by Frank Currie setting 


the sense of the committee meeting 


I’. L. MILLER. 


Burns, Currig, Ricn, MALONEY & RICE, 
Vew York, June 2, 19565 
KINSEY M. Roprnson, Esq., 
The Washington Water Power Co., 
Spokane, Wash.: 


Suggest you make tentative plans to leave for New York evening June 9th 


Wil keep you advised of developments. 
JoHN J. BURNS 


THE WASHINGTON WATER POWER Co., 
Spokane, Wash., July 5, 1955 
Mr. FrepertcK L. MILLER, 
Blyth & Co., Ine., 
New York, N. } 

Drar Frep: I have your letter of June 30, suggesting that we have luncheon 
vhen I get back to New York. At the present time, I do not know just when I 
shall be in New York, as I am trying to work out a schedule that will fit in with 
testimony in connection with the John Day hearing. ‘This has been tentatively 
set for July 21 and 22, but we have no assurance that the hearing will be held on 
those dates 

As soon as I know that Iam coming to New York, I shall get in touch with you 

Sincerely, 


K. M. Ronstnson. 
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rPOCKHOLDERS COM MITTE! Pu SouNpD Power & ( 
lniportant Notice please read « ! 
J 20, 1955 
the Stockholders of Puget Sound Power & L ¢ ¢ 
\fter a year and a half of litigation to obtain a list of stockholders we e now 
e to put this letter before vou. We pe that you w ead i ire lv and 
inn the enclosed card with an expres n of your opinion 
the card is vital. For 21% years the committee has been fighting for wl é 
eve to be the best interests of all Puget stockholders. But we have not. unt 
been able to state our case to all of you And u, in 1 have been 
ed the opportunity of expressing your opinion on the goal we are working for, 
e merger of Puget with Washington Water Power Cy The enclosed d 
ou that opportunity for the first time. Vhen you gn it and retu 
uur voice will be heard on this matter and your opinion, backed by oO 
ck OW ership, will count in the decision to be made 
THE PRESENT SITUATION 
Washington Water Power has twice made serious offers to merge. Puget mat 
gement rejected the first offer, accepted the second This second offer was 
| inanimously approved by the Puget board of directors and by the Washington 
| Public Service Commission. At that point, the Puget management completely 
ersed itself and let the merger agreement die, without giving Puget stoel 
lders an opportunity to vote on the proposal. There is, therefore, at this mo 
ent, no merger offer that Puget stockholders can vote on 
| We are confident, however, that if enough stockholders express themselves 
| firmatively on the enclosed card, your committee can go to the Washington 
| anagement and obtain a new offer, reflecting today’s higher values, that will 
favorable to the stockholders of Puget. We believe that this offer be so 
vorable that Puget management will no longer be able to postpone submit 
¢ this matter to stockholders for their vote. 
WHY YOUR COMMITTEE CONTINUES TO WORK FOR MERGE! 
l committee believes there are 4 compelling reasons for a merger of Puge 
th Washineton Water Power. 
Stockholders will get a contiv uing investment in the growing Nortl 


lhe Northwest, including the service area of Puget and Washington, is it 
e early stages of a healthy, long-term growth period. With industrial develoy 
nt moving ahead rapidly and with a steadily increasing population, the 
olny has a strong and solid foundation and is expanding vigorous) 
\s stockholders, you want to be sure of having a continuing investment in this 
vth. The area will need tremendous amounts of power. You want yout 
estinent to produce as much of that power as it can, and to earn as full a 
turn as possible. Merger of Puget and Washington will accomplish these ends 
The merged company can build load safely and aggressively 
rhe committee is concerned as to the ability of Puget to continue to build load 
geressively in the face of the threatened power shortage in the area. ‘The 
: test Pacific Northwest Governors’ Policy Committee Report, dated June 1, 1955 
' tates that: 
the engineering committee’s first report shows that resource developments 
vy under construction will add about 3,400,000 kilowatts of firm capacity be 
ween 1954-55 and 1960-61. The area’s firm capacity in 1960-61 with these 
idditions will be about 10,900,000 kilowatts which would be some 880,000 kilo 


atts deficient of requirements to assure meeting the loads estimated for 1960-61 


other ade 
atts deficient 


If ho 


litionus were 
in 1963-64.” 
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fir 


i cupacity 


would 
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Among the proposed hydro projects With short enough 


about 


2.560.000 kilo- 


planning 
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struction periods to avert the 1960-61 deficiency, as reported by this same engi- 
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capacity 
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by 1960-61 ie Comps 
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240, 000 
525, 000 
$30, OOO 
42, 000 


100 | Washin 
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has projected a total increase in dependable capacity of 
through 1960-61 against 42,000 kilowatts for Puget. 
udies which we have reviewed, it is evident that, as presentl) 


wer ¢ ell before the LO60—61 period. We feel 
would provide an immediate solution to Pug 


Ine 


reuses in earnings and dividends. 


will be stronger, better investment 


that a mer 


et’s long-ra 


power supply problem in a way that would be highly beneficial to the stockholders 


‘t will become increasingly dependent on purchased power or 


fer 


nge 


tween Puget and Washington will give stockholders a company that 
twice aS many customers, and have a greater growth poten- 


investments in 


ion is based on the most careful analysis of the situation by 
ibers, many of whom are iivestnient specialists who feel respon- 
ty and vrowth of their customers’ substantial 
unforced by the careful and thorough study of a nationally known 


] 
i 
T 
i 


ong experience in the electric utility field. This firm, Jack- 





soston, Was employed by the committee to make a complete 


e engineering and economic merits of a merger. Their findings, 
intial agreement with the findings of the engineering firm re- 
hington Publie Service Commission in its study, state that 


be substantial economies in operating expenses. 
be further savings and benefits due to integrated 


power 


mipany would be in a better position to proceed with large- 
levelopments needed to meet the power shortage in the area 


ated to take place around 1960. 


non stock vou are vitally interested in’ lor 


1z-term vTroy 


vth 


owth benefits, the Jackson & Moreland report has the follow- 


ring and economic benefits resulting from a merger are from 


of view The above annual savings are of course related 


) WISTNeSS 
i I . 


But a larger company should be able to get 


susiness than the two companies operating independently. 


al methods it should be able to bring more 


id development of load in the area served. 


commission approve d merger 


3, the Washington Public Service Commissio 


new industries 
nd thus create more jobs and a greater population growth, 


It is quite ol 


n gave positive 
er. The Washington Public Service Commission regulates 
commission employed Ford, Bacon & Davis to make an im- 
phases of the proposed merger. Their report as well as the 


Vi 


al effort cannot be successful if the company has nothing 


mission were favorable as shown by the following significant 
mmission’s findings (copies of which can be obtained by 
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of its peaking capacity. Combining diversity of resources increases over 
sable capacity * *. Accordingly from a consideration of power effects of 
roposed merger, consummation thereof is consistent with the public interest. 
_ ” * ~ x +. ” 
The surviving corporation, because of its 1 capitalization compared 
the individual companies, will be in a p arger sums of 
il than would either company independent] Therefore, tl surviving 
on will be better able to undertake the development of hydro facilitic 
ye capacities and consequent hig equired inves l d 
cants Since onstmmation of e merge! Il } S11¢ i flect 
ereby promote the public interest and should be approve 
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December 1952: Stockholders committee formed. Original membhe we 
e holders who had tried to enjoin the special meeti f Octobe 7 ! 
'S } empted to get alternative proposals put before the stox« ders Thes " 
- ere joined from time to time by others, most members of the comn e in 
1e rtners or officers of investment firms who represent customers with substa 
if terests in Puget stock. 
iv Early in 1953: Committee begins action in Massachusetts court to obtain list of 


‘holders. While this action was going on various intermediaries brought 
is the managements of Puget and Washington Water Power together 


n bilities of merger. 
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April 8, 1953: These negotiations result in a definitive merger agreement 
April 8, 1953, which was ratified by the boards of directors of both companie 
As a result, the committee dropped its suit for a stockholders list. 

October 16, 1953: Washington Public Service Commission, after enreful ar 
critical examination, and after protracted hearings through the summer, unar 
imously approves the merger. 

November 19, 1953: Puget management reverses itself and lets merger agre¢ 
ment die without submitting it to stockholders—and in spite of strong protests by 
the committee backed by stockholders holding 25 percent of the outstanding 
shares 

November 20, 1953: Offer of the six PUD’s expires, largely due to their inabilit 
to raise the necessary funds. 

December 1953: Committee renews its action to get the stockholder list. 

March 9, 1954: Committee wins in lower court. 

May 3, 1955: Committee sustained on appeal by Puget to Supreme Judicial Cour 
of Massachusetts. 

June 9, 1955: Committee obtains list of stockholders. 

June 21, 1955: Waiting period established by court before either side car 
communicate with stockholders ends. 

July 20, 1955: This letter is sent by committee to all Puget stockholders, askin; 
them to express their own opinions of the question of merger. 
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STOCKHOLDERS MMITTEE FOR 
PUGET SOUND POWER & LIGHT ¢ 2MPANY 
40 WALL GTREE . NEW YORK 5 


ROOM 8205 


ADDITIONAL COPIES OF THIS LETTER 
AVAILABLE ON REQUEST 


Wrife OF WIFE ....ececeeeeees 
FRANCIS CURRIE, Secretary 
40 Wall Street 
New York 5, N. Y. 


JULY 25, 1955. 
Men dum to Messrs. Laurence M. Marks, A. E. Borneman, Frederick L. Mill 


( dler Hovey, Jr. 
The e1 osed letter to Mr. Woodside is self-explanatory. He called me late t 
aft ‘ ha 1 the comm) on was receiving complaints “from all ove 
= bation He I ofessed to be concerned about it, and when 
ed { no proxy was involved and pointed to the definite language on tl 


authorize somebody to do something, othe 





[be no point in asking for the card. 


He lL me : la letter immediately outlining our posit 


ion, and I will fo 


JULY 25, 1995 
Re Puget Sound Power & Light Co. Stockholders Committe: 
} D. W Esq 
Dire , Corporation Finance Division, 
Securit nd Bbechange Commission, Washington, D. C. 

Dear M W DSIDE: In response to your request on the tele phone, I enclose f ad 
your inte ation three copies of the material which this stockholders committe v 
mail n July 21, 1955, to the holders of 50 shares or more of Puget Sound stoc 

I ‘ teness of the hour I am unable to determine today how ma 

vere ved in this mailing. The company has over 12,000 stock 
so that I should think 8,000 would approximate the number « \ 
olde )shares or more 

( retu onsideration was given to the possible appli ation of the SEC proxy 
rules to material, and we are satisfied that these rules are not applicable 
You wi ! » that the card to be returned expressly states, directly above 

ne for signature: “This constitutes merely an expression of interest by thi 


indersigned, and is not to be deemed a proxy or authorization to vote shares.’ 
It is hard to conceive of any language which would more definitely negate 

proxy or authorization. Since no proxy is involved, the mailing does not com: 

within the definition of “solicitation” in rule X—-14A-1. h 


Consideration was also given to the possible effect of the Okin and Topping fi 
cases. In those decisions the proxy rules were held to be applicable to mailings Cc 
which did not involve an actual solicitation of a proxy, where it appeared that 
the mailing involved constituted the first step in a planned campaign which 
would ultimately involve a solicitation. That is not the situation here. This n 
committee has no intention of soliciting proxies; in fact, it is difficult to see | a 
what the committee could solicit proxies for. D 

The committee favors a merger of Puget Sound with Washington Water Power h 
Co. There is now no merger proposal on which stockholders could act; proxies, t] 
if solicited, could serve no purpose. Under applicable local corporation law 
(Massachusetts, in the case of Puget Sound), a merger proposal must first be t 
adopted by the directors, and then submitted to the stockholders. If the dire Cc 
tors fail to adopt a merger proposal, there will never be any merger issue on which v 


proxies could be solicited. If the directors do adopt a merger proposal, presum- 
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y the management will solicit proxies in favor of it. Under either alternative, 
s committee will not be soliciting proxies so that this mailing cannot be said 
e a first step in a plan of solicitation. 
The only reason for this mailing is made clear in the letter: to obtain expres- 
ons of interests from stockholders who, like the committee, favor the general 
1 of a merger if suitable terms can be arranged. If enough stockholders favor 
e idea, the committee believes Washington Water Power Co. will make an 
er of merger that will commend itself to the Puget management. Thereafter 
ay be assumed the merger negotiations will follow the usual course. Mean- 
ile, no stockholder has committed himself, nor is the committee in a position 
nv time to commit any stockholder. 
Please call on me if there is any further information you desire. I would 
elad to discuss this matter with you in Washington if you wish. 
y yours, 


Very trul 
FRANCIS CURRIE, 





Burns, Currir, Ricn, Mat EY & RIcE, 
New York, N. Y., July 26, 1955. 
indum to Messrs. Laurence M. Marks, A. E. Bort an, Fred k I 
Miller, Chandler Hovey, Jr. 
Mr. Woodside, Director of the SEC’s Corporation Finance Division, telephoned 
it 5:45 this fternoo! H d his staff had received and cor lered the 
*I sent yesterday, but they are still of the opinion that f mittee’s letter 
5 n ,' it cotthtn o 
His arg t sé the point that the « l \ horize 
dy do “sol hing here would be no pr ning He 
1 tl nie we kes ( r our material und I x s, he d 
ff d re¢ nend t he Commission tl } pl ! 
the clean and narrow i e of v wheth ] rd <¢ ed an 
riz: oO! 
I ld Mr. Woodside that I would be glad to confer with him in Washington at 
earliest opportunity (Wednesday afternoon) to learn further what he had 
d. I explained that I had no authority at this time to commit the committe 
ny course of conduct, and since I must be in court in Mineola on Wednesday 
ning, I weuld be unable to obtain such authority before we met 
probably would be advisable to arrange for a committee meeting on Thurs- 
so that I may report on my talk with Mr. Woodside. If you agree with this, 


ase advise my secretary and she will call a meeting for any hour you fix. 
F’RANCIS CURRIE. 


[From Blyth & Co.] 


emorandum to all salesmen. 
PuGET SouND Power & LIGHT 


There has been sent out to all stockholders a letter from the stockholders 
protective committee. This letter recounts developments in the situation since 
1952 and takes the position that the committee still believes a merger of Wash- 
ington Water Power and Puget is in the best interests of the latter’s stockholders, 

‘There is included with the letter a form of return card which the stock- 
holder is asked to sign, fill in, and return indicating that he would like to receive 
further reports on the progress of the committee and that he is interested in the 
ommittee continuing to work for a merger. 

“This is not a proxy solicitation. 

“Herewith is a list of Puget stockholders in your area owning 100 shares or 
more. We are seeking to obtain the best card returns possible from stockholders 
and would appreciate it if you would have your salesmen contact aS soon as 
possible these owners of Puget common. The best plan would be for the stock- 
holders to fill in the card and give it to the individual salesman and then have all 
the cards sent to me.”—FrReEp MILLER. 

In connection with the above, we are required to follow the instructions and 
to contact the shareholders and, if possible, receive their signatures on the 
ecards. Although each stockholder has received the letter from the committee 
with the card, we can supply you with additional cards and letters if necessary. 

Please give this your immediate attention. 

ARTHUR J. DOLAN, Jr. 

JULY 28, 1955. 
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Cart M. Loes, RHOADES & Co., 
New York, N. Y., July 28, 1955. 
To: A. &. BS 
From: O. E. 


Re: Puget Sound P. & L. committee meeting 


Francis Currie, counsel for the committee, reported that there hasn’t been time 
to get a complete response as yet to the letters, since some of the mailings were 
delayed, but thus far the return cards indicate about 218,000 or 10 percent of out- 
standing shares in favor of a merger and some 16,000 against it. 

The reason for calling a meeting at this time was that the SEC staff has re- 
ceived a complaint (presumably from Mr. McLaughlin) that the letter con- 
stituted the solicitation of a proxy or an authorization, and that thus there has 
been an evasion of the proxy rules. Mr. Currie attended a staff hearing and 
argued that the reply card was in no sense an authorization since at this stage 
there is no plan to be voted on, or any other action to be taken at the pending 
stockholders meeting. Mr. McLaughlin is under a court order to hold the delayed 
annual meeting in September or October, hence he himself will be sending ou 
proxy material. 

As the matter now stands, the Committee (only a few were present) authorized 
Mr. Currie to call Mr. Woodside of the SEC staff late today and advise him that 
they still feel that the letter was not a solicitation and that the matter should be 
presented to the Commission as a straight issue of law, with the inference that the 
committee would be willing to litigate if necessary. However, Mr. Currie sug- 
gested that a proposal might be made, if this would satisfy the Commission, t 
send a second letter to stockholders making it still more explicit that the com 
mittee had no intention of soliciting. There was some mention made that, if 
the matter should be litigated, a “consent decree” might be forthcoming. 

The Commission staff indicated that they desired the committee to stop “solicit- 
ing,” to make no use of any “authorizations” received, and to file with the Com- 
mission a “full disclosure” of the committee’s position and holdings, the same 
as in any proxy contest; if this is not forthcoming, they might ask the Com 
mission to seek a court injunction. 

I suggest that if you don’t want to go along with this program, you call Mr. 
Francis Currie at Whitehall 44074. His office is on the 52d floor here. 





PuaGeET SounpD Pow_ERr & LicuT Co., 
Seattle 1, Wash., July 28, 1955. 
To the Stockholders: 

A letter dated July 20, 1955, was mailed to stockholders of this company by a 
group of representatives of financial houses and stock brokers which calls itself 
a Stockholders Committee for Puget Sound Power & Light Co. It is highly sig- 
nificant that the committee’s letter soliciting support for a merger does not 
comply with the proxy rules of the Securities and Exchange Commission and 
we are advised it was never even submitted to that body. Puget is, of course, 
in all respects adhering to SEC regulations, which necessarily takes time and 
delays to some extent the sending of communications to stockholders. 

A greatly improved climate now exists and your company is making splendid 
progress earningswise and otherwise (earnings per share were $2.19 for the 12 
months ended June 30, 1955—up 29 cents over the year previous). We believe 
Puget’s present capital structure is outstanding in the industry and its service 
area is rich in the promise of future growth. 

Puget’s operations are centered in the Puget Sound region of western Wash- 
ington—Washington Water Power’s in eastern Washington and northern Idaho. 
Thus, the principal service areas are far removed from each other geographically 
and set apart by the Cascade Mountains. 

Due to the basic conflict of interests and intense rivalry between eastern and 
western Washington, and other factors, the 1953 merger proposal engendered 
strong and widespread opposition in western Washington. When the twice- 
extended merger agreement expired by its own terms in November 1953, it was 
being litigated in the State courts and further action threatened up to the Su- 
preme Court of the United States. Accordingly, we do not believe that a merger 
‘an be accomplished, and it seems clear that any such attempt would be an ill- 
fated venture. 
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[It is our considered opinion that because of the foregoing, and other consider- 
ons, the committee’s current solicitation of stockholder support to resurrect 
, merger is in utter disregard of the best interests of Puget stockholders. 
We feel you should know that in our opinion the letter of this minority group 
; gravely misleading in many important respects and omits much vital informa- 
n. So far as we are aware, this group does not own beneficially any consid- 
ible amount of Puget stock, and our records indicate a large decrease in their 
ord holdings in the last 2 years. The two prime movers in the committee are 
ancial houses and stock brokerage firms that have in recent years placed large 
irities issues for Washington Water Power, which your management believes 
iger to take over Puget’s properties and customers under the guise of a 
rger. These firms have admitted they expected to derive substantial fees and 
er possible financial benefits from promoting the previous merger proposal. 
Your management will send you shortly reliable information as to this com- 
tee, its origin and motives. You are urged to await the receipt of such com- 
nication and not to send to the committee the card it has requested you to 
cn. In our opinion, this committee is attempting to obtain these cards so 
t it can claim to speak for stock holdings more substantial than its own 
significant amount. We believe you will want to be in possession of all the 
iterial facts before you act or, if you have already acted, you may wish to 
all your signature card. 
Sincerely, 
FRANK McLAUGHLIN, President. 


3URNS, CURRIE, R1cH, MALONEY & RICE 


New York, N. Y. 
Avaust 1, 1955. 
Memorandum to Messrs. Laurence M. Marks 
Albert H. Gordon 
Chandler Hovey, Jr. 
Frederick L. Miller 


STOCKHOLDERS COMMITTEE FOR PuGET SOUND PowER & LicuT Co. 


I enclose a suggested draft of a letter which, according to Mr. Woodside, direc- 
r of the corporation finance division, would satisfy the SEC if sent out imme- 
liately to the same mailing list which received the original letter (I am not 


certain whether this would include mailing to nonstockholders). Failing an 


undertaking to mail a letter in these general terms, the SEC has instructed the 
ff to bring an injunction proceeding. I am told that the complaint in the 
unction proceeding would be ready for filing on Tuesday; I am not told where. 

If you think the possibility of mailing such a letter justifies further discussion, 

me know immediately and I will call a meeting of the New York committee 
embers. I have promised to give Mr. Woodside our answer as early as possible 
Tuesday. 

For your information, at the close of business today cards have been received 
from the holders of 443,694 shares. Letters revoking cards previously sent (pre- 
sumably instigated by McLaughlin’s letter of July 28) were received from 4 stock- 

lders holding 1,565 shares. As is to be expected, there are a number of in- 

ances involving confusion as to number of shares held, validity of signatures, 
, but these cases would not substantially affect these totals. 
FRANCIS CURRIE. 


Aveust 1, 1955. 

) the Stockholders of Puget Sound Power & Light Co.: 

Reference is made to our letter to you of July 20. 

You will recall that the card enclosed with this letter specifically stated: “This 
constitutes merely an expression of interest by the undersigned, and is not 
to be deemed a proxy or authorization to vote shares.” 

Nevertheless, the Securities and Exchange Commission has taken the position 
1at our letter and the enclosed card constituted the solicitation of a proxy, 
consent, or authorization. Our letter was not filed with the Commission pursu- 


t 


~ 
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ant to its proxy rules, and did not meet the informational requirements of these 


rules. 
We assure you that it was never our intention to solicit any proxy, consent, or 
authorization from you, and we thought our language adequate to express this 
intended to make any use of the cards to commit the stock- 
course of actiton, no useful purpose would be served by contesting 
Commission’s position that these cards constituted proxies, consents, or 


Since we never 


authorizations. 
Accordingly, in order to avoid unnecessary litigation, we advise you to dis 
regard the card enclosed with our letter of July 20. No use will be made of any 


cards already received or which may hereafter be received. 


r¢ 
AvuGusr 2, 1955. 


Laurence M. Marks, Albert H. Gordon, Chandler Hovey 


:S COMMITTEE FOR PUGET SOUND PowER & LIGHT Co. 


on, cards have been received to date from the holders 
this figure ther hould be deducted a total of 5,040 shar 


of cat previously sent, 


leaving a balance of 470,7 


ig 


FRANCIS Cl 


'TEE FOR PUGET SOUND POWER & 
New York City, 


» Stockholders Committee 


red from Mr. McLaughlin’s letter 


sitll 


Sound management complained to the SEC that the comm 
i 


20 did not comply with the SEC’s proxy 
constituted an “authorization” subjec 
‘ard expressly denied any proxy or authorization was 


ules. The SEC 
t to the rules, 


intended. 

The SEC threatened to institute an injunction proceeding unless the commit- 
tee would agree to make no use of the cards and would advise the stockholders 
to this effect. Since the committee never did intend to make any use of the 
cards save as a straw poll of stockholder interest, there seemed to be no point in 
making a stand on a matter of principle which would involve unnecessary litiga- 
tion. This conclusion was further supported by the fact that the climate for a 
merger did not seem particularly propitious at this time. 

Accordingly, in accordance with the request of the SEC, the committee will 
mail the enclosed letter to all those Puget Sound stockholders holding 50 shares 
or more to whom the earlier letter had been sent. 

FRANCIS CuRRIE, Secretary. 


AvuGusT 3, 1955. 
EDMUND H. WorTHY, Esq. 
Assistant Director, Division of Corporation Finance, 
Securities and Exchange Commission, 
Washington, D. C. 


Re stockholders committee for Puget Sound Power & Light Co 


Dear Mr. Wortuy: I enclose proof of the proposed letter to stockholders of 
Puget Sound Power & Light Co. which I have been discussing on the telephone 
with you and Mr. Woodside. 

Eight thousand, three hundred and sixty-six stockholders holding 50 shares 
or more received the original letter. This letter will be mailed to these stock 
holders. The committee has no addressograph list, so that the letters to stock- 
holders must be adressed manually, a time-consuming process. I am advised 
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mailing service which handled the first mailing and will handle this 
if the order to address envelopes is given today, they can m part 
letters on Monday and the balance on Tuesday Probably some tok n 
ild be made on Friday, and this will be requested 
iccordance with our understanding on the telephone today, I} e insti ted 
ng service to proceed with the addressing rhe service has bee 
ted to proceed with printing the enclosed letter in rdance 
less advised of any changes by noon on Thursday, Aug 
ruly yours 


ers of Puget Sound Power & Light Co 


e is made to our letter to you of July 20 
‘ tl he ea enclosed with tl Sy . S 
i¢ n ¢ pre ] f ere i l 
ed 1) | i I share 
ertheles he Securiti d | nee ¢ i ! ¢ 
lette! nd the « osed card ¢ s ed the 
() t ec ‘ l ) 
ind ¢ ( I { é 
¢ 1 tl t l l 
I Hi lit tl { u ot ( é ‘ 3 
‘ el ended to é ny eo a ‘ S 
‘ l t a ~ Wy ie ( 
sion’s s hat these is « . 1} é 
ordingly, in order to avoid unnecessary litigation, we advise you 
‘card enclosed with our letter of July 20 No use will be made of any cards 


eady received or which may hereafter be received. 
Very truly yours, 


LAURENCE M. MarKs & Co., 
New York, N. Y., August 5, 19: 


de). 
NCIS CURRIE, Esq. 
Burns, Currie, Rich, Maloney & Rice, 
New York, N. Y. 
DEAR FRANK: I attach another letter received from a Puget Sound stockholder 
hich is self-explanatory. 
The more I think the matter over, the more I am convinced that Kinsey Robin- 
on let us down rather badly. 
After seeing the stockholders’ list, I don’t see why he let us go ahead with 
the letter, at considerable additional expense, and then failed to come through 
ith some merger proposition. 
With kindest regards, I am 
Very sincerely yours, 
LARRY. 


STOCKHOLDERS COMMITTEE FOR PUGET SouND PowER & LIGHT Co., 
January 27, 1956. 
To the Stockholders of Puget Sound Power & Light Co.: 

We wish to advise you that this Committee, organized to promote a merger 
between Puget and Washington Water Power Co., has been ,isbanded, because 
such a merger does not seem possible of accomplishment at this time. 

We wish to thank all those Puget stockholders who have cooperated with us 
and supported our efforts. Although we have disbanded as a committee, each of 

s individually will continue an active interest in the company. 

Very truly yours, 
LAURENCE M. MARKS, Chairman, 
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Common stock held by firms represented on stockholders committee for Pug: 





























iN 
Sound Power & Light Co. 
| Puget Sound Power & Light Co.! Washington Water 
Power Co. 
—- sche ciacsilacogaia aan . deat | 
| Jan. 1, 1952 Aug. 15, 1955 Aug. 15, 1955 
| For firm | For cus- | For firm | For cus- | For firm For cu 
and part-| tomers | and part-| tomers | and part-| tomer 
| ners3 | ners3 | ner 
Abraham & Co., New York-.-- -_| 9,525 ‘5,400 | | None | 3,200} 2, 100 | 20, 0% 
Blyth & Co., New York 471 | 20) | 5 None None 1, 089 | 2: 
arl M. Loeb, Rhoac & Co., New York None 1, 765 | 1, 000 10, 263 s | 1,7 
Hornblower & Week New York ae None | 3, 480 | None 900 None | 1,7 
Kidder, Peabody & Co., New York_______| 1,260] 2,000} 4,770] 4,710 None | B, ¢ 
La nce M. Marks & Co., New York onl None | None None 1, 680 None 7 
Shearson, Hammill & Co., New York-.---- None | 1, 200 | None | 41,648 None 615 
White, Weld & Co., New York | None | None None | 615 | None 71, 6 
Wood, Walker & Co., New York... 400 2, 100 None | None None | 5: 
Union Securit Corp., New York--....- None None | None None None | Nor 
| jinsidensciaecentsinlt elaine cnc 
| July 20, 1955 8 
| -_ - 
Dean Witter & Co., San Francisco and | | 
New York = None 2, 280 None 1, 037 None | 2, 5t ' 
Hanrahan & Co., Worcester, Mass__-_____} 600 915 300 | 1,317 None Nor 
J. A. Hogle & Co., Salt Lake City, Utah__| None] 4,170| None] 5,870 None |} 1,1 
Wegener & Daly, Boise, Idaho | None | None | None | None None | Nor 
N illiam J. Collins & Co., Portland,  Oreg - | 615 (22) | 750 | (19) None | (2°) 
OBIDRY, PICTON a GO.., OPTI Fis sss Pciks ccc dn le ccecécns ectaecebaliessen ss a lacianceis 
—— - _ — - ——— - I - -_ ————— — _ N 
1 Puget Sound Power & Light Co. common stock outstanding: 2,177,879 shares of $10 par value per shar: 
2 Prior to Aug 21, 1952, practically all Washington Water Power Co. common stock was held by American 
Power & Light Co., a former subsidiary holding company of Electric Bond & Share Co. As ofthat date the 
2,342,411 shares of no par common stock of Washington Water Power Co. outstanding were distributed to A 
the stockholders of American Power & Light Co. Since then the stock has been held by the public generally ; 
3 Or for corpors _ on and officers of a as the case may be, i 
4 As of Feb, 29, 2. Figure for Jan. 1, 1952, reported unavailable. ¥ 
§ Reported ec amen account 111 shi — short and officers 100 long. I 
6 This firm reported that as of July 20, 1955, 8 of its customers held 1,803 shares of Puget Sound Power & 
Light Co. common stock and 40 of its customers held 7,798 shares of the common stock of W ashington Water 
Power Co 
7 2,459 shares as of July 20, 1955 
§ On this date, July 20, 1955, the stockholders committee sent a letter to stockholders of Puget Sound 
Power & Light Co. soliciting signed cards containing an “expression of interest’ in favor of the ; 
committee continuing “‘its efforts to work out a plan for the merger” of Puget Sound with Washington Water ; 
Power Co. 
* Oglebay, Norton & Co. is the only firm represented on the stockholders committee which was not an : 
investment banking house or securities dealer. Individuals associated with this firm were represented to 
hold about 20,000 shares of Puget Sound common stock in December of 1952, of which 1,600 shares was held 
by Paul A. Murphy, an employee who became a member of the stockholders committee in October 1953 
Sometime following the discovery in December of 1954 that Mr. Murphy had sold all of his shares in Apri! 
and May of 1954, he ws is dropped from the committee, and his name and that of his firm does not appear on : 
the letterhead of the committee in its letter to stoc kholders of July 20, 1955. ; 
19 Estimated (by Collins) at approximately 15,000 shares as of Jan. i 1952, and approximately 10,000 shares 
as of July 20, 1955 held by his customers. 
Note.—His schedule of transactions indicated that his customers held (not Collins & Co. for them) about 
3,509 shares of WWP common on July 20, 1955. 
' 
J 
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Ebasco §& ‘es, Inc.—Description of services and billings rendered to ti 
Washington Water Power Co.—Continued 
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co Services Ine Services performed for Pacific Northwest Power ( orp., 
during period Jan, 1, 1950-Jan 1, 1952 
Subject: None. 
Order No.: None. 
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Ebasco Services, Inc—NServices performed for Pacific Power & Light Co., durir 
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Subject Order Ne 
ces re indenture requirements witteminii 
inket insurance contracts services 2 7 
ces of Washington office 
thwest power pool, coordinating operations_. 
ices of general consultants 
vices of research department ' , 
sion planning services 
ition for permit, Trout Creel] 1953 ches) 
irance services, new Finlen Bldg amadtce 
rl hydro development - 
Unit No. 3 : as das 1022 
v Substation facilities : 1027 
» services re large industrial gas contract : 1476 
special insurance services_ ? 1516 
ink Bird ses mechanical plant betterment 1568 
ransmission system study, relating to Noxon project - 1578 
err hydro development 1954, license application drawings . £596 
ink Bird ses 66,000 kilowatts, unit No. 1 ieee ‘ ciiicune ae 
67272 6 wt O.. XN 





4610 STUDY OF THE ANTITRUST LAWS 


Ebasco Services, Inc., services performed for the Montana Power Co., dur 
period Jan. 1, 1950, to Jan. 1, 1952—Continued 
Subject 


BODOURTINE  CORMRITI BOE VIORE Soe i cad ntiduchemeiataiins anes Sais 
Services re preparation of reports 
Tax services 
Engineering 
Purchasing ¢ 
Engineering research developments and practices___.....-__----.-_______ 
Kerr hydroelectric development, 1949, 56,000-kilowatt extension : 
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Ebasco Services, Inc. 
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tudy re feasibility of 
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Technical services in connection with revision of 
cost estimates for proposed Round Butte hydro- 
GienttSe GARI «oon ns he ci ccennosestcccans 
Technical services in connec tion with ‘the prepara- 
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amounting to $25 


billed in 
,000 deferred pending final determination of Timothy Meadows project cost. 
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NOVEMBER 12, 1952. 
and Schlosser. Copy to 


I have just spoken with Bill Parrott, who tells me, in connection with the suit 
ed by Kitsap County PUD in the Superior Court of Washington, the com- 


laint covers seven points. 
It is asserted that— 


1. Public service commission approval of the PUD purchase is necessary. 


2. The 1949 law which permits two or more PUD’s to get together on 
takeover such as this is unconstitutional. 


a 
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result of the contract between Meyers and Beck, the legislati 
the PUD’s are being assumed. 
the law, Kitsap County PUD cannot assume part of Chelar 


being paid by Kitsap County for the properties is too |} 
6. The properties in King and Pierce Counties (where there are no PUD 


which are being taken over are useless to the districts. 
7. The pension plan is illegal. 
As to the Massachusetts situation, the court hearings will start in a “cou 
merits” early next week, which will be far more exhaustive than the heari 
equity Robinson and Parrott are anxious to have any Puget Sound Powe 
<« Light stockholders who are opposed to the PUD takeover to join the present 
complainants in this suit. 
Counsel is Burns, Blake and Rich, of Boston, and the man handling the matter 
that firm is Henry J. Leon. 
FREDERICK L. MILLER. 


3LYTH & Co., INC., 
New York, N. Y., March 27, 1958. 
KINSEY ROBINSON, 
Electric Bond & Share Co., 
New York, N.Y. 

DEAR KINSEY: Following our talk yesterday, we are phoning to Kidder P¢ 
body and accepting our position in the syndicate with thanks. We are mos 
appreciative of your attitude in the whole matter. 

harley Blyth is here from the West and I have reserved our lunchroom he 
for Thursday, April 2, in the hope that you can have lunch with Charley, Stew 
Hawes, and me on that day. As I remember it, you said you thought you woul 
be back from Washington on Wednesday I hope you can make it. It wou 
sive us much pleasure. 


Always sincerely yours, 


GEORGE LEIB 


Marcu 


a Share, 
New York N.Y 
For the past week and a half have been in southern 
‘e principally with the thought in mind of having a vacati 
lest daughter who lives in San Diego. 
that this so-called vacation has turned into many appointment 
th people Washington Water Power Co. and Puget Sound Powe 
the possibility of the merger deal. 
Tuesday of last week in San Diego with individuals and groups 
heavy buyers of Washington Water Power and also Puget 
Light. They were most enthusiastic about the two companies 
As a matter of fact, what they wanted from me more than any 
verifications of their optimism. Most of the Puget Sound Power 
ck purchased there was purchased quite recently and for the sok 
ng the stock of the new company. The bankers who have studied 
looking forward to using the new preferred in trusts where they 
preferred stocks. These people represent key people in that 
refore, I am sure there will be no troubie getting a favorable vot 
on, 
y intention to go to Palm Springs direct from San Diego, but the boy 
! me to come back to Los Angeles to discuss the deal more in detail wit! 
ople interested here and my reaction here is identically the same as it was i 
in Diego 
Fred Miller is making the coast circuit the latter part of this month and I ar 
sure that the demand for his time will be on this same issue. Needless to say 
looks very optimistic. 
I noticed the syndicate setup on the $28 million of private placement. Nat 
rally, we would like to have top place. On the other hand, you have discussed 
these other obligations with me many times in the past, so this setup is unde 
standable believe me, it is wonderful to know that you will give our fir! 
serious consideration for a top position on your future deals. 
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I expect to be back in Spokane around the 6th or 7th and am looking forward 
» discussing with you some of the Spec ific individuals contac ted down her 


here and 






» blocks of stock that they represent. 
Best personal regards 


Sincerely, 





JOHN J. HASFURTHER 






NEW YORK, N. Y., Ap? 





Ir. JOHN J. HASFURTHER, 
Spokane Office. 


















DEAR JACK: Kinsey Robinson and Bill Parrott of Electric Bond & Share came 
ver and had lunch with Charley Blyth, Stew Hawes, Fred Miller, and me on 
Thursday. At that lunch he confirmed all that he said to Fred Miller and mea 
veek before Particularly, he confirmed that when his company goes to the 
ublic, his present thinking is an expectation of having Blyth & Co., Inc., in the 

anagerial group close by Kidder Peabody. 

He had planned to have a dealer-management syndicate to drive in the shares, 
it now he does not believe that such a syndicate will be necessary. We, of 
ourse, volunteered our services in any way possible and he seemed appreciative. 

He does not anticipate any great difficulty in obtaining consent of the neces- 
ary shares and he does not believe that the percentage of shares asking for 
ish will be large. He thinks it will be under 15 percent. My guess would be 
ven less 

Anyway, it was a most friendly lunch and I think Blyth & Co., Ine 
reasonably good position, not ideal, but good. 

I am sending a copy of this letter to Roy Shurtleff, Ed Maxwell, and Jimmy 
filler so that they will know everything that we here know 

Best always, 


. 18° in 








Kinsey Robinson certainly thinks highly of you 


sill 





FEBRUARY 









orandum to Mr. F. L. Miller, referring to Mr. Leib’s note of Februai 
concerning Frank McLaughlin. 







Yesterday, Al Bourneman telephoned me, presumably because you were away. 
fe said he had learned that McLaughlin had employed Tatum of Institutional 
vestors (which I think you already knew), with the object of having Tatum 
some sort of comprehensive study and report on Puget which Me- 
en intended to use for a new series of public propaganda all in 
of girding for an expected proxy fight. Bourneman then went on 
at this prompted him to renew his point that the Puget stockholders 

should promptly employ some engineering firm to prepare a report 
as not to be caught flatfooted in the propaganda battle. He said he had 












on about the stockholder list settled first and that Bourneman thought this 


iW ise 


nded out Carl Brown about this, whose first reaction was to get the ques- 






I told Bourneman that I thought the thing to do was to talk out this ques- 


mn in a full committee meeting and not in a series of ex parte discussions 
nd that if he considered the question pressing at this time, he ought to so 
ndicate to Larry Marks and arrange promptly for a meeting of the committee. 
He said he would do this with the object of having a meeting next week when 


told him you would be back 













A 


J. SCHLOSSER. 





BLYTH & Co., INC., 
New York, N. Y¥., November 25, 1953. 






Mr. FRANCIS CURRIE, 
Burns, Currie, Rich & Rice, 
New York, N. Y. 
DEAR FRANK: Attached are three suggestions for inclusion or substitution in 
he letter. 
The first (marked No. 1), it is suggested be inserted before the last paragraph 
f the letter. 
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The second (No. 2), is suggested as a replacement for the last paragraph and 
the third (No. 8), is a suggestion for substitution for the next to last paragraph 
in your letter. 

I am quoting below a wire I have just received from Maxwell: 

“T believe you should send special telegram with full text letter to stockholders 
to Fred Neindorf, Seattle Post-Intelligencer, and E. D. Fussell, Seattle Times, 
telling them it has been released to AP.” 

I have also just received the following wire from Jack Hasfurther, our vice 
president in charge of our Spokane office: 

“Re newspapers in Spokane your AP wire should go to James Bracken, Spokes- 
man Review, and attention Howard Clevinger, Spokane Chronicle. It would be 
better to send this AP letter out Saturday. This will put it in the Chronicle 
Saturday night and the Sunday Spokesman Review and Sunday has twice the 

irculation as the daily. I am sure the same would apply to the Seattle papers.” 
Sincerely, 


F. L. Mier. 
P. S.—If you want me my home telephone number is Morristown 4-7963. 


£. 


No. 1, 
NOVEMBER 25, 1953. 

One of the main objectives of the stockholders committee has been, and con- 
tinues to be, resistance to a takeover by public power bodies of the properties of 
Puget Sound Power & Light. The declaration by Mr. McLaughlin for independ- 
ent operation is viewed with great scepticism by many investors in the company’s 
stock, and the members of this committee. The doubt arises because of his 
publicly expressed attitude when he was a strong advocate of a sellout to public 
power. It comes also from recent indications of reactivation of purchase efforts, 
and perhaps condemnation proceedings, by certain public-utility districts. As 
a matter of fact, recently Standard & Poor’s, one of the nationally known 
statistical services, in a report on the company stated, “Without the merger we 
can expect renewed activity on the part of the PUD’s to acquire the company en 
toto, or in part, through condemnation.” 


No. 2 
NOVEMBER 25, 1953. 
The committee would like to take this opportunity of thanking stockholders 
who have supported their efforts. It cordially solicits from stockholders their 
views and suggestions. This committee will continue to work for the best in- 
terests of the Pugét Sound stockholders and will report to the stockholders from 
time to time on the progress of its activities. 


No. 3 


Despite this setback to our plans, your committee has not, and will not, 
abandon its efforts to bring about a merger with Washington Water Power Co. 
on terms satisfactory to the Puget Sound stockholders. Happily, we are able to 
report that the management of Washington Water Power has announced that it 
is “ready to work out and consummate a merger with Puget in the interests of 
the companies, the employees, and the public,” despite the unwillingness of Puget 
director to extend the merger agreement. We will continue our efforts to seek 
a merger proposal that will merit the favorable action of the Puget stockholders 
when they are given that opportunity to express their wishes which cannot 
forever be denied them by an arbitrary management. 


JULY 17, 1953. 
Memorandum for Mrs. M. Petersen, Mr. A. C. Kramer. 


NEW BUSINESS—PUGET SOUND WASHINGTON WATER POWER CO.—EXPENSE ACCOUNT 


The above account was opened today, in which will be placed all of our expenses 
in connection with contemplated business in this account. 


R. M. Hauck. 
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BER 26, 1958 
morandum for R. M. Hauck re Puget Sound Power & ight stockholders 
committee. 


Francis Currie, secretary of the committee, who is a partner of Burns Currie, 
tich & Rice, at a meeting held last week, and agreed t y various members, 
equested that the firm be advanced $250 by each committee member for the 
irrying out of any activity connected with consummation of the merger of 
Vashington Water Power and Puget Sound Power & Light. Mr. Goldsmith has 
een informed of this item. 

CHANDLER Hovey, Jr. 


Marcu 5, 1954. 
[emorandum for R. M. Hauck re Puget Sound Power & Light. 


We have a duplicate in the files of everything presented here. 

In relation to the question of funds toward the expenses of the committee, we 
naid them 2 amounts—1 of $250 on October 27, 1953, and another of $5,000 on 
January 22, 1954. In addition to that, completely independent of the committee, 
we paid $1,000 to send a lawyer named Percy Jackson to the coast to interview 
Mr. McLaughlin without any results. 


C. Hovey, Jr. 


WHITE, WELD & Co. 
FOREIGN LEDGER POSTING MEDIUM 


CASHIER'S CASH VOUCHER 


JANUARY 5, 1955. 
Draw check to order of Francis Currie, Secretary, Puget Sound Power & Light 
Stockholders Committee, $2,500. 


Accounts: New business, Puget Sound Power & Light Co.—Washington 
Water Power Co. expense a/c #83—00006—00 $2, 500 


Description: Expenses incurred by the committee in carrying out its activities 
n connection with the consummation of the merger of Washington Power Co. 
and Puget Sound Power & Light Co. 

Hand check to Ruth Eilertsen. 

Office No. JH #18A. 

Authorized by R. M. H., cashier. 








